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1 1 . In troduc tion  and  S um m ary o f Tes tim ony

Q. Please state your name, position and business address.

My name is  William A. Monsen. I am a  Principa l a t MRW & Associa tes , LLC (MRW).

My business address is 1814 Franklin Street, Suite  720, Oakland, California.

Q. On whose behalf are you providing this testimony?

I am providing this  testimony on behalf of the  Energy Freedom Coalition of America

(EFCA).

Q- Have you previously submitted testimony in this docket?

A. Yes. I submitted opening testimony regarding Trico's  initia l applica tions anal submitted

opening testimony regarding the Proposed Settlement between Trico and the Staff of the

Commission

Q. How is your testimony organized?

A.

•

•

•
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•

Following this brief introduction and summary, my rebutta l testimony is  organized as

follows :

Section 2 discusses how Trico and Staff have not met their burden to justify the

Proposed Settlement,

Section 3 addresses addresses how Trico has not justified the Proposed Settlement's

so-ca lled "grandfa thering" provisions,

Section 4 discusses how Trico's own testimony demonstrates that the Proposed

Settlement's mandatory residential demand charge and freeze of Trico's residential

TOU rate  option are  inappropriate ,

Section 5 explains how Trico does not justify why it would be appropria te  for the

Proposed Settlement to significantly change Trico's  Net Energy Metering (NEM)

1 Direct Testimony of William A. Monsen on Behalf of the Energy Freedom Coalition of America (EFCA), Docket
No. E-0146lA-15-0363. June 1, 2016. (Monsen Opening Testimony)

2 Direct Testimony of William A. Monsen Regarding Proposed Settlement on Behalf of the Energy Freedom
Coalition of America (EFCA), July 29, 2016. (Monsen Opening Settlement Testimony)
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1

2

3

4

rule s  prior to the  Commiss ion issuing a  fina l de cis ion in the  Va lue  of S ola r Docke t,

a nd

Section 6 addresses  S ta ff' s  flawed ana lysis  of the  economics of sola r dis tributed

ge ne ra tion (sola r DG).

Q- Please summarize your recommendations and conclusions.

A. Both Trico and S ta ff submitted te s timony in support of the  P roposed S e ttlement, ye t

ne ithe r offe red support jus tifying the  P roposed S e ttlement on its  merits . The ir te s timony

does  not jus tify (1) the  P roposed S e ttlement's  flawed a ttempt a t grandfa the ring exis ting

DG members  and those  members  who have  or will soon file  inte rconnection applica tions ,

(2) the  P roposed S e ttlement's  premature  a ttempt to implement a  manda tory re s identia l

demand cha rge  and freeze  Trico's  re s identia l TOU ra te  option, and (3) implementing a

new DG export ra te  in advance  of a  fina l decis ion in the  Commiss ion's  va lue  of sola r

docke t. In addition, S ta ff pre sents  a  flawed ana lys is  of sola r DG economics .

Ne ithe r Trico nor S ta ff ha ve  provide d a ny ra tiona le  for the  fa ct tha t the  "gra ndfa the ring"

provis ion in the  P roposed S e ttlement does  not actua lly grandfa the r DG members  on the ir

curre nt ra te s , while  it would a llow those  me mbe rs  to re ma in on Trico's  curre nt NEM

ta riff, it would a llow Trico to dra ma tica lly a lte r those  me mbe rs ' ove ra ll ra te  s tructure

and, the re fore , the  va lue  of the ir NEM credits .

Trico and S ta ff fa il to provide  support for the  P roposed S e ttlement's  e ffort to implement

a  re s identia l demand cha rge  prior to Trico comple ting the  necessa ry billing and me te ring

infra s tructure  upgrades  and implementing a  comprehens ive  educa tion program for its

members . S imila rly, Trico and S ta ff do not demonstra te  why it is  necessa ry to freeze

Trico's  re s ide ntia l TOU ta riff a t this  time .
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Trico provides  no evidence  supporting the  appropria teness  of the  P roposed S e ttlement's

new DG buyback ra te  and no ra tiona le  for the  fact tha t the  P roposed S e ttlement would

preempt the  issuance  of a  fina l decis ion in the  Commiss ion's  Va lue  of S ola r docke t.

Trico has  ins tead mere ly compared its  ra te s  to a  diffe rent utility.

2



Fina lly, S ta ff provides  a  flawed ana lys is  of sola r DG economic and the  appropria te

financia l benchmarks  to which Trico members ' DG inves tments  should be  compared.

1

2

3

4

5

6

7

8

9

10

11

12

13

In light of these  flaws and shortcomings  in both the  P roposed S e ttlement and the

supporting te s timony submitte d by Trico a nd S ta rt the  Commiss ion should re je ct the

P roposed S e ttlement's  provis ions  impacting DG members  a s  discussed in my te s timony.

The  Commiss ion should ins tead implement more  appropria te  provis ions  tha t re flect the

evidence  a t hand as  we ll a s  recent Commission guidance .

In pa rticula r, the  Commiss ion should:

1. Fully gra ndfa the r a ll ne t me te ring me mbe rs  tha t ha ve  e xis ting DG or tha t submitte d a

comple ted inte rconnection applica tion by no more  than 30 days  a fte r a  fina l decis ion

in this  docke t is  no longe r appea lable  unde r the ir current NEM ta riff and ra te  de s ign,

14

15

16

2. Require  tha t Trico grandfa the r the  above-mentioned ne t me te ring members  for the

shorte r of (1) the  te rm of the  customer's  inte rconnection agreement or (2) 20 yea rs

from the  da te  tha t the  system was insta lled,

17

18

Re ject the  P roposed S e ttlement's  manda tory three -pa rt ra te  s tructure  and direct Trico

to ma lnta ln its  current ra te  s tructure ,

19

20

21

4. Reject the  P roposed S e ttlement's  prema ture  freezing of the  re s identia l TOU ta riff and

cons ide r dire cting Trico to conduct a  pilot s tudy of re s ide ntia l TOU a doption a nd

marke ting e ffectiveness ,

22

23

5. Give  no we ight to Trico's  mis le a ding re fe re nce s  to the  ope ning te s timony file d by

Robe rt Ha ll;

24

25

6. Give  no we ight to Trico's  ina ppropria te  compa rison of its  ra te s  with those  of Tucson

Ele ctric P owe r,

26

27

28

29

7. Reject the  P roposed Se ttlement's  DG buyback ra te  and instead address  a ll ne t

mete ring and ra te  design issues tha t could a ffect DG members  in a  second phase  of

this  proceeding following the  issuance  of a  fina l decis ion in the  Va lue  of S ola r

docke t, a nd

30 8. Give  no we ight to S ta ff's  fla we d a na lys is  of sola r DG e conomics .

3
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1 11. Trico  and  S ta ff Have  Not Me t The ir Burden  to  J us tify the

2 P ro p o s e d  S e ttle me n t

Q. How many parties in this docket have agreed to sign on to the Proposed Settlement?

A. While  s ix pa rtie s  pa rticipa ted in the  discussions  rega rding the  P roposed S e ttlement, jus t

two partie s  agreed to s ign onto the  P roposed Se ttlement

Q- What does this indicate?

While  I cannot speak for the  othe r pa rtie s , it appea rs  tha t four of the  s ix pa rtie s  tha t were

presented with the  P roposed Se ttlement were  not convinced tha t the  P roposed Se ttlement

is  a  fa ir and reasonable  re solution of the  issues  in this  docke t.

Q- What evidence has Trico provided in support of the Proposed Settlement's DG- and

rate design-related components?

A. Trico's  te s timony primarily describes  the  P roposed S e ttlement's  components  and makes

genera lized asse rtions  rega rding the  components ' appropria teness . However, it does

quantify its  a lleged los t fixed cos ts  due  to members  ins ta lling DG sys tems, ca lcula ting

tha t its  a lleged lost fixed costs  under the  P roposed Se ttlement would be  le ss  than they

curre ntly a re , but more  tha n the y would be  unde r Trico's  initia l a pplica tion.4

Q- Has Trieo provided any evidence in support of the Proposed Settlement's various

components that would directly impact residential members?

3

4

5

6

7

8

9

1 0

1 1

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

23

2 4

25

2 6

2 7

A. As discussed in my direct te s timony re la ted to the  P roposed Se ttlement and in the

rema inde r of this  rebutta l te s timony, it ha s  not. For example , while  Trico a ttempts  to

jus tify the  P roposed S e ttlement's  export ra te  by comparing an illus tra tive  ave rage

compensa tion ra te  to Tucson Electric P ower's  (TEP 's) ene rgy cha rges ,5 Trico has  not

provided any evidence  jus tifying the  P roposed S e ttlement's  export ra te  on its  own merits .

3 Testimony of Vincent Nitido In Support of Settlement Agreement on Behalf of Trico Electric Cooperative, Inc.,
Docket No. E-01461A_15_0363 July 29, 2016. (Nitido Settlement Testimony), pp. 15-16.

4 Tes timony Of David Hedrick In Support of Settlement Agreement on Behalf of Trico Electric Cooperative, Inc.
Docket No. E-01461A-15-0-63 July 29, 2016 (Hedrick Settlement Testimony), pp. 11-14.

5 Hedrick Settlement Testimony, pp. 14-15.

A.
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Q. What evidence has Staff provided in support DG- and rate design-related

components of the Proposed Settlement?

A. Sta ff provided scant evidence  supporting the  P roposed Se ttlement except for a  discussion

of why it be lieves  tha t sola r DG would s till repre sent a  re a sonable  inves tment for Trico

members  unde r the  P roposed S e ttlement.6 While  I will discuss  the  flaws in tha t

discuss ion la te r in my te s timony, the  more  importa nt ove ra rching point is  tha t, like  Trico,

S ta ff fa ils  to provide  s ignificant evidence  supporting the  DG- and ra te  des ign-re la ted

components  of the  P roposed Se ttlement on the ir merits .

Q- Why does this concern you?

Trico and Staff appear to have ignored the many significant practical and policy-related

flaws in the DG- and rate design-related components of their Proposed Settlement in

exchange for reaching a settlement of this docket.

Q- What do you recommend?

1

2

3

4

5

6

7

8

9

10
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13

14

15

16

17

18

19

20

21

22

A. The  Commiss ion should give  little  or no we ight to Trico's  a nd S ta ff' s  support for the

P roposed S e ttlement's  DG- and ra te  design-re la ted components  due  to the  lack of

jus tifica tion presented in favor of these  e lements . The  Commission should e ithe r re fuse  to

adopt these  components of the  Proposed Settlement and address them M a  second phase

of this  docke t commencing a fte r the  conclus ion of the  ongoing Va lue  of S ola r docke t, or

should adopt the  modifica tions  I proposed in my direct te s timony re la ted to the  P roposed

Se ttlement.

23 III. Tric o  a nd  S ta ff Ha ve  No t J u s tifie d  the  P ropos e d  S e ttle m e n t's

"Grandfa the ring" P rovis ions24

25

26

Q- How does Trico describe the Proposed Settlement's "grandfathering" provision?

A. According to Trico:

27
28
29
30

[t]he Agreement stipulates that the existing Net Metering Tariff will be frozen and
will be available only to members whose DG interconnection agreement
applications were received on or before May 31, 2016. This grandfathering of the

6 Direct Testimony in Support of the Settlement Agreement of Yuh Liu, Public Utilities  Analyst III, Arizona
Corporation Commission. Docket No. E-0146lA-15-0363 July 29, 2016. (Liu Settlement Testimony), p. 10

5
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1

2

3
4

5

6

7

8
9

e xis ting Ne t Me te ring Ta riff will a llow e xis ting DG cus tome rs  to continue
rece iving the  exis ting trea tment with re spect to compensa tion for DG ene rgy
including banking and payment a t the  full re ta il ra te . The  grandfa the ring of the
Ne t Me te ring Ta riff for e xis ting cus tome rs  will continue  until a  de cis ion in
Trico's  ne xt ra te  ca se  with the  e xpe cta tion tha t gra ndfa the ring will continue  for
the  rema ining te rm of the  member's  inte rconnection agreement or for 20 yea rs ,
whichever is  longer.7

Trico a lso note s  tha t "[o]the r than the  ne t me te ring ta riff, the re  is  no grandfa the ring of

ra tes  or ra te  design for DG or othe r members . Once  new ra tes  a re  approved and in e ffect,

a ll members  will be  subject to the  applicable  ra te  schedule . For re s identia l customers

(both DG members  and non-DG members) the  three -pa rt ra te  se t forth in ra te  schedule

RS ] will a pply, for e xa mple .9:8

Q- Have  Trico  an d  S ta ff ju s tified  th e  g ran d fa th e rin g  p ro vis io n s  in  th e  P ro p o s ed

Settlement?

No. As discussed below, neither Trico nor Staff have justified (1) the proposal to

establish a deadline for grandfathered solar DG members prior to the final decision in this

docket, (2) the failure of the Proposed Decision to grandfather the rate design of the solar

DG members, or (3) the failure to grandfather solar DG customers beyond the current

General Rate Case. Because of these failings, the Proposed Settlement effectively does

not grandfather existing solar DG members on the NEM program under which they

initially pursued solar DG. Each of these issues is discussed in more detail below.

Q. Does the Proposed Settlement offer full grandfathering to Trico's existing solar DG

A.

members?

No. By establishing a cutoff date that is prior to the effective date of the decision in this

docket and by allowing major changes to the rate design for the allegedly

"grandfathered" customers, the Proposed Settlement does not fully grandfather existing

solar DG members.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

Q. What is the Proposed Settlement's cutoff date for "grandfathering" existing DG

customers on Trico's current NEM tariff?

7 Hedrick Settlement Testimony p. 11.
s Nitido Settlement Testimony p. 11.

A.
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A. As discussed above, the Proposed Settlement's "grandfathering" cutoff date for members

to submit new DG interconnection agreement applications is May31 , 2016.9

Q-

Q.

1

2

3

4

5

6

7

8

9

10

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A.

Wh at co n cern s  d o  yo u  h ave  with  th e  P ro p o s ed  Se ttlemen t's  "g ran d  fa th erin g " cu to ff

d a te?

I discussed my conce rns  with us ing any grandfa the ring cutoff da te  prior to 30 days  a fte r

the  issuance  of a  fina l decis ion rega rding the  proposed changes  to Trico's  NEM ta riff in

my dire ct te s timony re ga rding Trico's  a pplica tionlo a s  we ll a s  in my dire ct te s timony

rega rding the  P roposed S e ttlement." In my previous  te s timony rega rding the  P roposed

S e ttlement, I a lso expla ined why grandfa the ring a fte r the  fina l decis ion in this  docke t is

jus tified by previous  Commiss ion actions .12 My conce rns  included the  fact tha t the  cutoff

da te  in the  P roposed S e ttlement was  appa rently se lected a rbitra rily, the  cutoff da te  would

be  contra ry to the  pos ition previous ly expre ssed by the  Commiss ion rega rding

grandfa the ring, and would crea te  unnecessa ry future  unce rta inty with rega rd to ra te s  by

se tting a  pre ce de nt for re troa ctive  ra te ma king."

Ha s Trico  p ro vid ed  ju s tifica tio n  fo r u s in g  a  cu to ff d a te  p rio r to  th e  is s u an ce  o f a

fin a l d ec is io n  in  th is  d o cke t reg ard in g  th e  p ro p o s ed  NEM ta riff ch an g es ?

No. Trice 's  te s timony in support of the  P ropose d S e ttle me nt provide s  no jus tifica tion for

choosing this  da te . Trico notes  tha t the  change  in the  "grand fa the ring" cutoff da te  from

the  proposa l in its  applica tion to the  cutoff da te  in the  P roposed S e ttlement would

increa se  the  number of grandfa the red DG cus tomers  by 359, which Trico cla ims would

a lso increase  its  los t fixed cos ts .14 However, Trico provides  no jus tifica tion for why this

issue  requires  the  Commission to accept se tting a  precedent in favor of re troactive

ra temaking. Even though Trico cla ims tha t the  P roposed S e ttlement's  new DG export

ta riff would not be  applied re troactive ly,15 Trico is  incorrect: a  decis ion in this  docke t

would a pply to a ll DG inte rconne ction a pplica tions  submitte d a fte r Ma y 31, 2016, a nd a

fina l decis ion has  not ye t been issued on NEM ta riff issues  in this  docke t, meaning tha t

9 He drick S e ttle me nt Te s timony, p. 11.
10 Mons en Opening Tes timony, pp. 7-10.
11 Mons en Opening S e ttlement Tes timony, pp. 7-11.
12 Mons en Opening Tes timony, pp. 7-9.
13 Mons en Opening Tes timony, pp. 7-10.
14 Hedrick S e ttlement Tes timony, p. 14.
15 Nitido S e ttlement Tes timony, p. 10.
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a ny de cis ion by the  Com m is s ion in  this  docke t would c le a rly a pply tha t ne w ta riff

re troa ctive ly to m e m be rs  tha t s ubm it inte rconne ction a pplica tions  be twe e n the  Ma y 31 ,

2016 a nd the  da te  of the  fina l de cis ion.

Q- Staff claims that the proposed cutoff date in the Proposed Settlement incorporates

the interest of the solar industry.16 Do you agree?

A. No. By establishing the cutoff date  prior to the effective date  of the decision in this

docket, the Proposed Settlement simply creates confusion among Trico members that

were planning to pursue solar DG for their homes.

Q. Is the cutoff date in the Proposed Settlement's "grandfathering" provision

consistent with recent actions in other dockets?

A. No. Consistent with the discussion of the ALJ Recommendation in my direct testimony, a

recent Commission decision in the UNSE General Rate Case rejected this approach and

would set a grandfathering cutoff after the issuance of a final decision.17

Q- Would the Proposed Settlement allow Trico to change existing DG members'

current rate design?

A. Yes. As discussed above, under the Proposed Settlement, members who have already

insta lled or submitted interconnection applications to insta ll DG systems will pay the

same rates as other customers regardless of the rate design that those members took

service under when they installed their solar DG systems. Trico specifically mentions the

implementation of a three-part residential rate as a rate design change that would apply to

these DG members."

Q- How would the Proposed Settlement's "grandfathering" provision impact existing

DG members?
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A. I discussed at length in my direct testimony regarding the Proposed Settlement why

grandfa thering Trico's  NEM tariff but not its  current ra te  design is  not truly

16 Direct Testimony in Support of the Settlement Agreement of Teri L. Ford, Assistant Director, Utilities Division,
Arizona Corporation Commission. Docket No. E-01461A-15-0363 July 29, 2016. p. 15.

17 Monsen Opening Settlement Testimony, p. 10.
is Hedrick Settlement Testimony, p. 4.

8



gra ndfa the ring . Thus , the  "gra ndfa the ring" provis ions  of the  P ropos e d  S e ttle me nt a re  no t

a n  a ppropria te  or e ffe c tive  wa y to  ma inta in  the  cos t s truc ture  e xpe c te d  by thos e  me mbe rs

who ins ta lle d  DG s ys te ms  prio r to  the  g ra ndfa the ring  da te ." Fu ture  cha nge s  in  ra te

de s ign  tha t would  a pply to  e xis ting  DG me mbe rs  could  re duce  the  va lue  of the  P ropos e d

S e ttle me nt's  gra ndfa the ring  pe riod . Tha t is , fu ture  cha nge s  in  ra te  de s ign  could  re nde r

me mbe rs ' DG inve s tme n t worth le s s  o r e ve n  ma ke  it a  lia b ility fo r the  me mbe r if the

cha nge s  a re  s ignifica nt e nough to  unde rmine  the  e conomics  of the  s o la r DG inve s tme nt.

For e xa mple , if Trico  we re  to  ins titu te  a  la rge  de ma nd cha rge  a nd we re  to  incre a s e  its

month ly fixe d  cha rge  for re s ide n tia l me mbe rs , the ir s ys te ms  ma y no  longe r be  cos t-

e ffe c tive . Noth ing  in  the  P ropos e d  S e ttle me nt would  p re ve n t th is  from occurring .

Q. Is Trico's support of this "grandfathering" provision consistent with its previous

testimony regarding grandfathering existing DG customers?

A. No. As  dis cus s e d in  my dire c t te s timony re ga rding the  P ropos e d S e ttle 1ne nt,20 th is  is

c o n tra ry to  Tric o 's  p o s itio n  in  te s tim o n y s u p p o rtin g  its  a p p lic a tio n .  Tric o 's  in itia l

te s timony in  th is  docke t c le a rly s ta te s  tha t a  cha nge  in  ra te  s truc ture  is  unfa ir to  e xis ting

s o la r DG cus tome rs  "...be ca us e  thos e  Me mbe rs  a cquire d  a nd  s ize d  the ir DG s ys te ms

ba s e d  on  the  ta riffs  a t tha t time  without knowle dge  of the  propos e d  cha nge s . Trico 's

Boa rd  be lie ve s  it s hou ld  no t d ra ma tica lly cha nge  cos t s truc ture  fo r the s e  o rig ina l DG

s ys te ms  a s  a  ma tte r of fa irne s s . Applying a  de ma nd cha rge  to  thos e  gra ndfa the re d

Me mbe rs  would  be  incons is te n t with  the  Boa rd 's  de te rmina tion  in  tha t re ga rd ."21

Q- Did  Trieo  ch an g e  th is  p o s itio n  in  its  Ap p lica tio n  Amen d men t filed  o n  May 4, 2016?
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No. Trico  d is cus s e d  a  propos e d  cha nge  in  its  ne w ra te  de s ign  propos a l, bu t d id  not

d is cus s  a  funda me nta l re -th inking  of its  a pproa ch  to  g ra ndfa the ring  e xis ting  DG

Q. Did Trico provide public notice to its members regarding the dramatic changes to

19 Monsen Opening Settlement Testimony, pp. 11-14.
20 Monsen Opening Settlement Testimony, p. 14.
21 Direct Testimony of Vincent Nitido on Behalf of Trico Electric Cooperative, Inc., Docket No. E-0146lA-15-

0363. October 23, 2015. (Nitido Direct Testimony) p. 16.
22 Supplemental Testimony of Vincent Nitido on Behalf of Trico Electric Cooperative, Inc. Docket No. E-0l46lA-

15-0363. May 4, 2016. (Nitido Supplemental Testimony) pp. 1-2
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its  p ro p o s a ls  p u t fo rth  in  its  Amen d ed  Ap p lica tio n ?

A. As discussed in the  direct te s timony of P a trick J . Quinn rega rding the  P roposed

Se ttlement, Trico did not provide  adequa te  notice  of the  changes in its  proposa ls  in e ithe r

its  Ame nde d Applica tion or the  P ropose d S e ttle me nt." This  fa ilure  to provide  notice

e ffective ly deprived typica l re s identia l members  of an opportunity to unde rs tand and

respond to the  actua l magnitude  of the  proposed s ignificant changes  in Trico's  ra te

design, implementa tion of a  manda tory demand cha rge  for re s identia l customers , and

Trico's  NEM progra m.

Q- Did Trico or Staff provide an explanation or justification supporting this change in

the fundamental rationale regarding the grandfathering of existing DG customers in

testimony supporting the Proposed Settlement?

No.24

Q- Have other Arizona utilities proposed new mandatory rate structures for solar DG

customers when they proposed to grandfather customers on NEM?

A. As discussed in my direct te s timony rega rding the  P roposed S e ttlement, it is  my

unde rs ta nding tha t the y ha ve  not. It is  my unde rs ta nding tha t utilitie s  including Arizona

P ublic S e rvice , UNS E, and Tucson Electric P ower did not propose  to apply manda tory

three-part ra tes for existing DG customers.25

Q. Has  th e  Co mmis s io n  exp res s ed  an y o p in io n  reg ard in g  res id en tia l ra te  d es ig n
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A.

changes  fo r exis ting  DG cus tomers ?

My direct te s timony rega rding the  P roposed Se ttlement addressed the  recently issued

ALJ  Recommenda tion issued in UNS E's  ra te  ca se , which noted tha t UNS E proposed

seve ra l re s identia l ra te  options  tha t will a llow sola r DG customers  to se lect a  ra te  des ign

simila r to the  one  tha t they have  previously been billed unde r. In my dire ct te s timony, I

a lso obse rve d tha t the  UNS E ALJ  Re comme nda tion would tra ns ition cus tome rs  to TOU

23 Direct Testimony of Patrick J. Quinn July 29, 2016. pp. 52-53
24 Nitido Settlement Testimony pp. 3 and 8-15, Hedrick Settlement Testimony pp. 11-14, and Direct Testimony of
Eric Van Epps in Support of Settlement Agreement on Behalf of Arizona Corporation Commission Staff Docket
No. E-01461A-15-0363. July 29, 2016 (Van Epps Settlement Testimony), pp. 5-6
25 Monsen Opening Settlement Testimony, pp. 8-9.
26 Monsen Opening Settlement Testimony, p. 9.

A.

10



ra tes, while  maintaining optional ra tes with different ra te  structures, including a  two-part

volumetric rates.27 The Commission recently issued a decision affinning the position that

grandfathered customers should not face mandatory changes in their rate structure.

Q. Is the Proposed Settlement consistent with the Commission's recent decision?

No. Trico and Staff have proposed a very different approach to rates for its existing solar

DG members.

Q- Did Trieo or Staff address the recent ALJ Recommendation in the UNSE General

Rate Case that supported transitioning customers to TOU rates while maintaining

optional rates with different struetures?28

No, dley did not.
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Q. What do you recommend?

I recommend that the Commission bully grandfathers all solar DG members that have

existing DG or that submitted a completed interconnection application by no more than

30 days after a final decision in this docket is no longer appealable. As discussed in my

direct testimony related to the Proposed Settlement, this full grand fathering would allow

those solar DG customers to continue to take service under the current NEM tariffand

under the current rate design for their otherwise applicable tariflf.29

21 Iv.

22

Trico's own Testimony Demonstrates that the Proposed

Settlement's Mandatory Residential Demand Charge and

23 Freeze o f Tric o 's Res iden tia l TO U Ra te Op tio n Are

24

25

26

In a p p ro p ria te

Q. What does this section of your testimony address?

27 Mons en Opening S e ttlement Tes timony, p. 39.
28 Mons en Opening S e ttlement Tes timony, p. 39.
29 Mons en Opening S e ttlement Tes timony, p. 6.

A.

A.
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1

2

3

In this  se ction of my te s timony, I discuss  why Trico's  own te s timony de mons tra te s  tha t it

is  premature  to adopt a  manda tory demand cha rge  for Trico's  members  or to freeze

Trico's  re s ide ntia l TOU ra te  option.

A.

Q.

It is  P re m a tu re  to  Ad o p t a  Ma n d a to ry Re s id e n tia l De m a n d  Ch a rg e  fo r

Tric o 's  Me m b e rs

Wh y d id  Trico  amen d  its  ap p lica tio n  to  in c lu d e  a  d eman d  ch arg e  in  its  re s id en tia l

an d  s ma ll co mmerc ia l ra te s , an d  in c lu d e  a  n ew d eman d  ch a rg e  o f $0/kW in  th e

Propos ed  Settlemen t?

A. Trico amended its  applica tion and requested tha t the  Commission ins titute  three -pa rt

re s identia l and sma ll commercia l ra te s  "to provide  demand informa tion to the  members

while  avoiding unintended consequences  should a  member have  and [s ic] unusua l or

unanticipa ted spike  in e lectric usage ," cla iming tha t it was  "more  appropria te  to introduce

a  demand ra te  without cha rge  for re s identia l and sma ll commercia l members  for the

pe riod prior to the  Coopera tive 's  next ra te  case , to collect and ana lyze  member demand

Q- Has Trico been consistently clear that now is an appropriate time to implement a

three-part residential rate that includes a demand charge for both DG and non-DG
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25

26

27

28

29

30

m e m be rs ?

No. Trico readily admits  tha t its  members  a re  confused about demand ra te s : "[b]a sed on

informa l discuss ions  with members  a t va rious  Coope ra tive  functions  (town ha ll mee tings ,

member events , annua l meetings, e tc.), Trico be lieves  the re  is even of co u s in  a n d

unce rta inty among the  membership rega rding demand ra te s  and how they work. Trico

be lieves  the  be tte r approach from a  Coopera tive  s tandpoint is  to educa te  a ll of its

members  rega rding demand ra te s  while  s imultaneously ana lyzing demand da ta  for the

entire  membership to de te rmine  whe the r and how to implement demand ra te s  in the

future ."3' Thus , it is  inte re s ting tha t the  P roposed S e ttlement would implement a  demand

charge  prior to deve loping an educa tion program rega rding demand cha rges  despite  it

be ing, in Trico's  view, contra ry to the  be s t inte re s ts  of its  members .

30 Nitido Settlement Testimony, p. 5
31 Trico Response to EFCA DR 5.12(d) (emphasis added). (see Exhibit WAM-1)
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A.
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1

2

3

4

5

6

7

Q. Has  Trico  ju s tified  wh y a  $0/kW d eman d  ch a rg e  in  th is  ra te  ca s e  is  ap p ro p ria te  an d

req u ired  in  o rd er fo r Trico  to  acco mp lis h  its  cu s to mer ed u ca tio n  g o a ls ?

No. As  discussed more  fully be low, Trico has  no cohe rent educa tion plan tha t depends  on

es tablishment of a  manda tory demand cha rge  and Trico's  billing and me te ring

infra s tructure  need s ignificant upgrades  prior to e s tablishing this  manda tory cha rge . In

a ddition, I discuss  how Trico's  te s timony is  mis le a ding re ga rding Mr. Ha lTs  te s timony

on this  issue .

1.

Q-

Trico has not yet developed an education program and metrics, and has

not articulated a clear purpose for the proposed $0/kW demand charge

in educating Trico's residential members

How does Trico plan to educate residential and small commercial customers

regarding the concept of demand information and the use of demand charges?

8

9

10

11

12

13 A. This is  unclear. The  P roposed Se ttlement s ta tes:

14
15
16
17
18
19
20
21
22
23
24
25
26

The  S e ttlement Agreement provides  tha t Trico will conduct member outreach and
educa tion tha t includes , a t a  minimum, informa tion on the  na ture  and ope ra tion of
demand ra te s , how members  can use  such ra te s  to minimize  the ir monthly bills
and informa tion on tools  ava ilable  from Trico and third pa rtie s  to he lp members
manage  demand. Each member's  bill will include  the  member's  peak demand in
kw, indica te  the  da te  a nd time  of the  me mbe r's  pe a k de ma nd for the  billing
pe riod, a nd e duca tion ma te ria ls  will highlight te chnology solutions  including
programmable  the rmosta ts  and load controlle rs . Trico anticipa te s  deve loping a
comprehensive  outreach and educa tion plan under the  paramete rs  of the
S e ttlement Agreement following approva l of the  S e ttlement Agreement by the
Commission.32

Despite  these  cla ims in the  P roposed Se ttlement, Trico e ssentia lly has  no plan for its

educa tion program for customers  be ing moved onto three -pa rt ra te s  with demand charges .

Q. Does Trico have an estimate of the costs associated with this education program?

A. N0.33

27

28

29

30

31

32

33

34

Q- Has  th e  Co mmis s io n  d e te rmin ed  th a t it is  in ap p ro p ria te  fo r u tilitie s  to  imp lemen t a

man d a to ry th ree -p a rt ra te  d es ig n  in c lu d in g  a  d eman d  ch a rg e  p rio r to  p ro vid in g  a

fo rmal ed u ca tio n  p lan  an d  to o ls  fo r man ag in g  lo ad ?

32 Nitido Settlement Testimony, pp. 7-8.
33 Trico Response to EFCA DR 5.11(b). (see Exhibit WAM-1)

A.

1 3



A. Yes. The  ALJ  Recommenda tion in the  UNSE Genera l Ra te  Case  asse rted tha t

"[a ]lthough the  necessa ry mete rs  tha t can measure  demand a re  close  to be ing ubiquitous

in UNSE's  se rvice  a reas , an educa tion plan has  not been formalized, nor have  tools  for

managing load been made  ava ilable . Thus, we  concur with those  pa rtie s  who a rgue  tha t

this  is  not the  time  for this  utility to require  a ll re s identia l and S GS  cus tomers  to

transition to manda tory three -pa rt ra te s ."34 The  Commiss ion confirmed this  position

expressed in the  ALJ  Recommenda tion in a  decis ion on August l 1, 2016.

Q. Why do you say that Trico has no plan to educate its residential members about

demand charges?

As I discussed in my direct te s timony re la ted to the  P roposed S e ttlement, Trico has  not

ye t deve loped an educa tion and outreach plan regarding residentia l demand charges, nor

has  it provided compe lling support for the  educa tiona l va lue  of the  P roposed S e ttlement's

$0/kW demand charge .35 Trico has a lso offe red contradictory and unclear responses

about whe ther the  proposed $0/kW residentia l demand charge  is  even intended to be  pa rt

of its  plan for educa ting re s identia l members  about demand cha rges ." In addition, Trico

has  no e s tima te  of the  costs  a ssocia ted with deve lopment of the  educa tiona l program."

Q. Has Trico explained how it will use a $0/kW demand charge to provide customers

with information and education regarding demand charges?
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A. No. As s ta ted above , Trico has  not deve loped an educa tion plan rega rding re s identia l

demand cha rges , Trico the re fore  does  not have  a  plan for how it will incorpora te  a  $0/kW

demand cha rge  into its  member educa tion program. In addition, Trico's  te s timony does

not discuss  why e xa ctly a  ma nda tory $0/kW de ma nd cha rge  will provide  me mbe rs  with a

more  e ffective  educa tiona l tool than s imply providing demand da ta  and ma te ria ls

showing how a n illus tra tive  de ma nd cha rge  ca lcula tion would look. Ins te a d, Trico's

te s timony only discusse s  the  need to provide  cus tomers  with infonna tion about the ir

34 Docket No. E-04204A-15-0142. Recommendation of Administrative Law Judge Jane L. Rodder. July 20, 2016
(ALJ Recommendation), pp. 65-66. (see Exhibit WAM-2)
35 Monsen Opening Settlement Testimony, pp. 23-24. See also Trico Response to EFCA DR 7.14 (see Exhibit
WAM- l )
36 Monsen Opening Settlement Testimony, pp. 21-22.
37 Trico Response to EFCA DR 5.11(b). (see Exhibit WAM-1)
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demand and to a llow Trico to ga the r billing de te rminants  for use  in future  ra temaking

a ctivitie s .

Q- Please explain.

A. Mr. Hedrick states that "[t]he purpose of this initia l demand charge is for use in educating

the membership about demand rates and to provide Trico the necessary time to ensure

that all customers are metered appropriately and the billing systems are in place to effect

the billing demand to each customer. Having the demand component in rates - and

included in the  Trico billing system - is  important because  it will accura te ly capture

billing detenninants for future rate cases."38 This is the extent of the discussion included

in Mr. Hedrick's  testimony on behalf of Trico regarding why the Proposed Settlement's

$0/kW demand charge is  important. As is  clear, Mr. Hedrick's  testimony identifies no

actual purpose for the $0/kW demand charge itself,

Q. Will presenting the member's monthly peak demand in kW and the date and time

of that peak demand on the member's monthly bill provide these members with

adequate information to respond to demand charges?

A. It likely will not. My direct testimony re la ted to the  Proposed Settlement discussed

several reasons why residential customers may find demand charges confusing and why

they would need more information than simply the date, time, and magnitude of their

peak demand to adequately respond to a demand charge."

Q- Does Trico acknowledge the potential difficulties that residential members may have

in understanding and responding to demand charges?
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A. No. In fact, Trico appea rs  to be lieve  tha t re s identia l members  will e a s ily be  able  to

unders tand and re spond to demand cha rges  despite  Trico's  current lack of an organized

e duca tion progra m a nd the  limite d infonna tion tha t Trico will be  a ble  to provide  the se

members about the  cause  of the ir demands .

Q. Why do you say this?

38 Hedrick S e ttlement Tes timony, p, 6.
39 Mons en Opening S e ttlement Tes timony, pp. 22-23
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A. There  a re  two rea sons . Firs t, Trico s ta te s  tha t "[t]he  demand billing kW to be  shown on

the  cus tome r's  bill is  a n importa nt compone nt of the  e duca tiona l e ffort tha t will be

unde rtaken with Trico members  to demonstra te  how demand ra te s  work and wh a t

memb ers  can  d o  to  take  fu ll ad van tag e  o f th is  ra te

wha t taking "full advantage  of this  ra te  des ign" means  othe r than cus tomers  would act to

try to minimize  the  like ly incre a se s  in bills  re sulting from imple me nta tion of a  thre e -pa rt

ra te .

S e cond, Mr. Trico s ta te s  tha t "[t]he  de ma nd cha rge  is  s imply one  a dditiona l billing

component ba sed on the  cus tomer's  maximum peak consumption in a  monthly billing

period" and notes  tha t such ra tes  have  been used for many yea rs  for commercia l and

indus tria l (C&I) cus tome rs ." Trico glosse s  ove r the  difficultie s  re s ide ntia l me mbe rs  fa ce

in adapting to demand charges  and apparently a ssumes tha t re s identia l customers  will

have  a  s imila r leve l of sophis tica tion and unde rs tanding of utility ra te  ma tte rs  a s  do

commercia l and industria l cus tomers .
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Q. Have you  addres s ed  thes e  c la ims  p revious ly?

Yes. My direct te s timony rega rding the  P roposed S e ttlement discusses  why the  da ta  tha t

Trico will be  able  to provide  to most re s identia l members  is  inadequa te  to a llow them to

unde rs tand how to "take  full advantage  of this  ra te  de s ign" by re sponding to demand

cha rges , and why re s identia l members  may find demand cha rges  pa rticula rly difficult to

understand and respond to.42

2.

Q-

Tric o  m e te rin g  a n d  b illin g  in fra s t ru c tu re  is  s u c h  th a t  Trie o  c a n n o t

p re s e n t ly  p ro vid e  e ffe c t ive  e d u c a t io n  a n d  in fo rm a t io n  re g a rd in g

d eman d  ch arg es  to  its  res id en tia l memb ers

Do es  Trieo  p res en tly h ave  th e  me te rin g  an d  b illin g  in fra s tru c tu re  in  p lace  to  b ill a ll

res id en tia l memb ers  fo r d eman d  ch arg es ?
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A. No. Trico acknowledges  this , s ta ting tha t one  purpose  of the  P roposed S e ttlement's

$0/kW demand cha rge  is  "to provide  Trico the  necessa ry time  to ensure  tha t a ll customers

40 Hedrick S e ttlement Tes timony, p. 7  (emphas is  added)
41 Hedrick S e ttlement Tes timony, p. 8
42 Mons en Opening S e ttlement Tes timony, pp. 22-23 and 31-35.
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a re  me te red appropria te ly and the  billing sys tems a re  in place  to e ffect the  billing of

demand to each customer."43 Notably, even a fte r making these  upgrades, Trico would

s till not be  a ble  to provide  me mbe rs  with full informa tion a bout the ir de ma nd throughout

the  day. Ins tead, Trico would only be  able  to provide  its  members  only a  s ingle  da ta  point

pe r day unle ss  Trico spends  in excess  of $10 million to upgrade  its  me te ring

infrastnucture.44

Q- Does  th is  have  imp lica tions  fo r the  p roces s  o f educating  members  abou t demand

charges ?

Yes. It demonstra te s  tha t Trico cannot immedia te ly begin educa ting of its  re s ide ntia l

members about demand charges a t even a  basic leve l. This is  because  some residentia l

customers  do not have  the  correct me te rs  to a llow Trico to measure  and record the ir

demand, meaning tha t Trico currently cannot even provide  those  customers  with demand

data .

Q. Wh at o th er co n cern s  d o  yo u  h ave  with  Trico 's  d is cu s s io n  o f its  b illin g  an d  meterin g

in fra s tru c tu re ?
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A. Trico has  not addressed how it will adequa te ly teach re s identia l members  how to re spond

to demand cha rges  absent the  ability to provide  these  members  with informa tion about

the ir demand in more  than one  inte rva l pe r month. My direct te s timony rega rding the

P roposed S e ttlement extensive ly discussed the  shortcomings  in Trico's  me te ring and

billing infra s tructure  with re ga rd to imple me nting re s ide ntia l de ma nd cha rge s ,

pa rticula rly tha t Trico's  curre nt me te ring e quipme nt is  inca pa ble  of providing more  tha n

a  single  demand measurement each day for most residentia l customers.45 Given tha t there

a re  on ave rage  2,918 qua rte r-hour inte rva ls  each month, it would be  ve ry difficult for

members  to understand demand charges from the  s ingle  measurement tha t most of

Trico's  infra s tructure  is  ca pa ble  of providing. The  bottom line , a s  my dire ct te s timony

demonstra tes , is  tha t Trico cannot a t this  s tage  provide  adequa te  educa tion and

43 Hedrick S e ttlement Tes timony, p. 6 .
44 Mons en Opening S e ttlement Tes timony, p. 34.
45 Mons en Opening S e ttlement Tes timony, pp. 31-35.
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informa tion rega rding re s identia l demand cha rges  without s ignificant new inves tments ,

which Trico has not requested in this  docke t.46

1

2

3

4

5

6

Q- What do you recommend?

The  Commission should re ject the  P roposed Se ttlement's  manda tory three -pa rt ra te

s tructure  and direct Trico to ma inta in its  culTent ra te  s tructure .

B.

Q.

Trico's testimony indicates that it is premature to consider freezing its

residential TOU rate option

Why does Trico contend that it should freeze its residential TOU rate option?

A. Trico s ta te s  tha t the  curre nt whole sa le  pricing s tructure  from AEP CO, Trico's  prima ry

power supplie r, includes  a  fixed cha rge  for capacity tha t does  not va ry based on the

volume  or timing of ene rgy consumed. Trico a rgues  tha t due  to this  pricing s tructure , its

re s identia l TOU ra te  "is  not an e ffective  ra te  and does  not provide  customers  a

meaningful opportunity to reduce  cos ts  while  a t the  same  time  reducing the  cos ts  incurred

by the  coope ra tive ."

Q. It is  p o s s ib le  th a t th e  p ric in g  s tru c tu re  fo r Tric0's  ag reemen t with  AEP CO co u ld

ch an g e  in  th e  fu tu re?

Yes. P rior to 2011, AEP CO charged Trico based on a  demand ra te  a t the  time  of

AEP CO's  peak.48 In addition, Trico acknowledges  tha t AEP CO could change  its  pricing

structure  in the  future .49

Q. Do you agree that Trico's residential TOU rate option is not an effective rate and

would not allow residential customers to reduce their costs along with Trico's costs?
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A. No. Firs t, a s  discussed in my direct te s timony rega rding the  P roposed Se ttlement, costs

other than genera tion purchases do have  a  time  component to them and could be

incorpora ted into TOU ra tes .50 Second, Trico has not provided any reason to assume tha t

its  re s identia l members  will unde rs tand and re spond to demand cha rges . If Trico's

46 Trico Response to EFCA DR 7.22d. (see Exhibit WAM-1)
47 Hedrick Settlement Testimony, p. 10.
48 Trico Response to EFCA DR 7.4. (see Exhibit WAM-1)
49 Trico Response to EFCA DR 7.25. (see Exhibit WAM-1)
50 Monsen Opening Settlement Testimony, pp. 38-39.
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residentia l customers understand and respond to the  TOU ra te , but not the  demand ra te , a

TOU ra te  would cle a rly be  a  more  me a ningful option to re duce  cos ts  for both Trico a nd

members  compared to a  demand ra te . Third and poss ibly more  importantly, Trico

continues  to offe r TOU ra te  options  for its  non-re s identia l cus tomers  and has  not

proposed to freeze  those  ta riffs  with the  goa l of te rmina ting the  ra te  a s  it has  suggested it

will do for its  re s ide ntia l TOU ra te .

Q- What other TOU rates  does  Trico offer?

A. Trico offe rs  a  TOU ra te  to its  agricultura l pumping cus tomers .51 This  ta riff is  used by

a bout a  third of Trico's  pumping me mbe rs . In a ddition, Trico offe rs  a n e xpe rime nta l

TOU ra te  to its  commercia l and industria l cus tomers  currently taking se rvice  unde r

Schedules  GSI, GS2, or Gs3.52 This  ta riff has  a  coincident demand charge  tha t is  based

on the  time  of pe a k on the  Arizona  Ele ctric P owe r Coope ra tive , Inc.'s  pe a k, it is  limite d

to 100 customers.
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2 0

Q. How have customers responded to the availability of these non-residential TOU

ta riffs ?

The  following table  pre sents  informa tion about the  number of accounts  and the  usage  by

me mbe rs  ta king se rvice  unde r Trie o's  e xis ting TOU ta riffs  a nd Trico's  non-TOU ra te

options  for those  members :

51 See "Schedule TOD - P: Time Of Day Pumping Service." (see Exhibit WAM-3)
52 See "Schedule GS-TOU: General Service Time fUse - Experimental." (see Exhibit WAM-4) This tariff has a
coincident demand charge that is based on the time of peak on the Arizona Electric Power Cooperative, Inc.'s peak.
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Tariff Average  Customers Ave ra ge  Monthly kph S old

GS ] - m ph 1,366 570

GS 1 -mP h 122 871

S ubtota l GS 1 1,488 595

GS2- lph 98 2,274

Gs 2-3ph 153 4,456

Subtotal GS2 251 3,582

G S 3 - 1 p h 117 6,319

Gs 3-3ph 302 28,865

Subtota l GS3 419 22,587

GS  TOU 11 9,820

Water Pumping- 1 Ph 1 1 1,414

Wa te r P umping-3P h 48 5,503

S ubtota l Wa te r P umping 59 4,703

ToD Pumping- 1 Ph 2 14,741

ToD P umping-3P h 27 16,470

S ubtota l ToD P umping 29 16,451

1 Ta b le  1: Co m p a ris o n  o f TOU a n d  No n -TOU Ta riffs  fo r No n -Re s id e n tia l Cu s to m e rs

2 Source: Trico Schedule H-1 .0 (see Exhibit WAM-5)
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As ca n be  se e n from Ta ble  l, the  ma jority of e ne rgy sold to a gricultura l pumping

cus tomers  is  sold unde r Trico's  TOU ra te . Also, it se ems like ly tha t the  la rge s t pumping

customers  take  se rvice  under Trico's  TOU ra te  because  the  pe r-customer usage  for the

TOD cus tomers  is  much la rge r on ave rage  than usage  for Trico's  non-TOU pumping

cus tome rs . In a ddition, while  ma ny fe we r cus tome rs  ta ke  se rvice  unde r Trico's  C&I TOU

ra te  than unde r non-TOU ra te s , the  customers  taking se rvice  unde r GS -TOU a re , on

average , using more  energy per month than a ll othe r customers  in the  Genera l Service

class  except for customers taking 3-phase  se rvice  on Schedule  GS3.

20



Q- What do you conclude from this?

A. I conclude that a t least Trico's agricultural pumping customers and possibly some GSI,

GS2, and/or GS3 customers find benefits from taking service under a  TOU tariff. Thus, it

is  difficult to understand why Trico claims that residentia l customers would be unable  to

also benefit from TOU rates.

Q- Has  Trico propos ed to freeze the TOU tariffs  for its  non-res idential cus tomers ?

A. I am unaware of a  proposal by Trico to freeze these non-residential TOU tariffs, despite

the fact that that AEPCO eliminated its demand rate in 2011 and Trico's own admission

that "[n]one of these  Trico time differentia ted energy tariffs  currently provide a  benefit to

the system...".53

Q. What do you conclude from this?

A. Since Trico is  not proposing to freeze its  non-residentia l TOU tariffs, then evidently

Trico must believe that they are somehow beneficial, either as a customer service option

or to reduce Trico's costs. For those reasons, it is not clear why Trico claims that

residentia l TOU rates are  not similarly beneficia l to Trico. Therefore , it appears that

Trico is  se lectively freezing its  residentia l TOU rate  but not freezing its  non-residentia l

TOU rates.
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Q. What do you recommend?

Consistent with my direct testimony regarding the Proposed Settlement, I recommend

that the Commission reject the Proposed Settlement related to the premature freezing of

the  residentia l TOU tariff and consider directing Trico to conduct a  pilot s tudy of

residential TOU adoption and marketing effectiveness.

27

28

c. Trico's testimony addressing Robert HalTs direct testimony regarding the

implementation of demand charges is misleading

29

53 Trice Response to EFCA DR 7.4. (see Exhibit WAM-1)
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Q-

A.

Wh at d o es  Trico  s ta te  with  reg a rd  to  Mr. Ha lTs  te s timo n y? 54

Trico s ta te s  tha t the  Se ttlement Agreement "addresses  most of Mr. Ha lTs conce rns .

With rega rd to demand cha rges  in pa rticula r, Trico s ta te s  tha t "Mr. Ha ll a lso supports

ana lyzing member demand informa tion and providing outreach and educa tion prior to

implementing demand ra te s , cons is tent with Trico's  commitment in the  S e ttlement

Agreement."56

9955

Q- Does Trico provide a citation or other reference to where in Mr. HalTs direct

testimony he makes these statements?

A. No .

Q. Wh at d o es  Mr. Ha lTs  te s timo n y s ta te  with  reg a rd  to  imp lemen tin g  a  re s id en tia l

d eman d  ch arg e?

Mr. Ha ll s ta te s  tha t "[i]f` TRICO... wa nts  to e duca te  me mbe rs  a bout the  poss ibility of the

introduction of a  future  rea l peak demand cha rge  and the  re sulting implica tions  to

member bills , then the ir present proposa l to include  the  peak demand (kW) tha t each

member required in a  given month and the  re sulting cost implica tion based on a  $/kW

charge  ra te  could be  use ful for the fu tu re  eva lu a tio n  reg a rd in g  th is  fo rm o f ch a rg in g

ra te .m57

Q. Is Trieo proposing to educate customers about the possibility of the introduction of

a demand charge in the future?
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A. No. The  P ropos e d  S e ttle me nt would  p la in ly imple me nt re s ide n tia l de ma nd  ra te s  p rio r to

Trico  a c tua lly a na lyzing  me mbe r de ma nd  in fo rma tion  a nd  p rovid ing  ou tre a ch  a nd

e duca tion . Trico  its e lf a cknowle dge s  tha t the  P ropos e d  S e ttle me nt would  imple me nt a

de ma nd cha rge , s ta ting  tha t "[t]he  s e ttle me nt ra te  for Re s ide ntia l is  a  thre e -pa rt ra te

de s ign tha t inc lude s  a  monthly ba s ic  s e rvice  cha rge , a  de ma nd cha rge  a nd a n e ne rgy

cha rge ."58 Furthe nnore , a s  d is cus s e d  in  my d ire c t te s timony re ga rd ing  the  P ropos e d

54 Direct Testimony of Robert B. Hall, Trico Electric, Member. Docket No. E-01461A-15-0363. May 18, 2016.
(Hall Testimony)
55 Nitido S e ttlement Tes timony, p. 16.
56 Nitido S e ttlement Tes timony, p. 16.
57 Ha ll Tes timony, p. 13 (emphas is  added).
58 Hedrick S e ttlement Tes timony, p. 4.
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Settlement and e lsewhere  in this  te s timony, Trico has  not ye t even deve loped an

educa tion plan rega rding re s identia l demand cha rges  or upgraded its  billing infra s tructure

such tha t it can track and record demand da ta  for many residentia l customers,59 so it is

clea r tha t Trico has not ye t educa ted its  customers about demand charges. Thus, the

P ropose d S e ttle me nt would not do wha t Trico's  te s timony cla ims  it would do.

Q- Does Mr. Hall contend that residential customers will understand and respond to a

demand charge?
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A. No. To the  contra ry, Mr. Ha ll s ta te s  tha t re s ide ntia l cus tome rs  ma y ha ve  difficulty

understanding demand charges, obse rving tha t:
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[a ] Peak Demand Charge  is  based on a  customer's  Peak Demand, which is  the
ma ximum e ne rgy use d (in kph) in a  de fine d time  inte rva l (mos t typica lly, 15
minute s , 30 minute s  or one  hour) during a  give n billing month. The  ma jor
re s identia l contributors  to peak demand a re  the  highe r power drawing loads  (kW),
for example  a ir conditione rs , clothes  drye rs , washing machines , dishwashe rs ,
furnace  blowers , and ha ir drye rs . Each of the se  power draws, or combina tions  of
them, may be  on for tens  of minute s , or more , during the  de fined time  inte rva l
used to de te rmine  P eak Demand.... The  utiliza tion of a  P eak Demand Charge  is
fa r from transparent. Customers  genera lly have  a  reasonable  idea  of how to
"control" the ir bill ba se d on kph numbe rs . Howe ve r, e ve n if pe a k P owe r
Demand (kW) might be  unde rs tood, it is  not clea r how to manage  tha t number a s
it re la te s  to the ir bill.60

Q. Does Mr. Hall contend that a demand charge is essential in order for rates to

address system peak demand?

A. No. Mr. Ha ll s ta te s  tha t "[a ] we ll-de s igne d re s ide ntia l Time  of Use  (TOU) billing option

provides  cus tomers  the  opportunity to impact the ir bill ba sed on a  TOU ra te  schedule .

This  billing mechanism can be  employed by the  cus tomer to e ffective ly 'manage ' peak

demand times to favorably impact (i.e . reduce) the  system peak demand of the  utility."61

In othe r words , Mr. Ha ll appea rs  to recognize  the  va lue  of TOU ra te s .
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Q. Are Mr. HalTs statements with regard to demand charges and TOU rates consistent

with the Proposed Settlement's rate design?

59 Mons en Opening S e ttlement Tes timony, pp. 20-36.
60 Ha ll Tes timony, p. 13.
61 Ha ll Tes timony, p. 14.

23

lu lu  l



No. As discussed e lsewhere  in my te s timony, the  P roposed S e ttlement would implement

a  re s identia l demand cha rge  and freeze  Trico's  re s identia l TOU ta riff with the  intent to

e limina te  it in this  docke t. Thus , contra ry to Trico's  a sse rtions , the  P roposed S e ttlement

would not a ddre ss  Mr. Ha lTs  conce rns .
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Q. What do you recommend?

The  Commiss ion should note  tha t Trico's  re fe re nce  to Mr. Ha lTs  dire ct te s timony is

misleading and tha t the  P roposed Se ttlement would not address  the  residentia l ra te  design

conce rns  ra ise d by Mr. Ha ll.

10 v.

1 1

12

Trico  Does  Not J us tify Why it Would  be  Appropria te  fo r the

Propos ed Settlement to  S ignificantly Change  its  Net Metering

Rules  Prior to  the  Commis s ion Is s uing a  Final Decis ion in  the

Value  of Sola r Docke t13
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21

Q. Has Trico provided sufficient justification to support the Proposed Settlement's DG

buyback rate and approach for incorporating the results of the Commission's Value

of Solar docket?

As discusse d in de ta il be low, I do not be lie ve  tha t Trico ha s  provide d compe lling

evidence  supporting an approach othe r than tha t a rticula ted in the  recent decis ion issued

by the  Commiss ion in the  UNS E Gene ra l Ra te  Case . Trico ha s  provided no jus tifica tion

for a rbitra rily a dopting a  ne w DG buyba ck ra te  now without bully cons ide ring a ll is sue s

re la ted to the  va lue  of sola r DG, a s  is  be ing done  in the  Va lue  of S ola r docke t.

A.

Q.
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A.

Tric o  d o e s  n o t ju s tify p re e m p tin g  th e  o u tc o m e  o f th e  Va lu e  o f S o la r d o c ke t,

th ereb y u n n eces s arily c rea tin g  ra te  in s tab ility, co s ts , an d  u n certa in ty

Wo u ld  th e  P ro p o s ed  Se ttlemen t's  DG exp o rt ra te  b e  s u b jec t to  ch an g e  p rio r to

Trico 's  n ext ra te  cas e?

Yes . According to Trico, "Commiss ion S ta ff and Trico have  agreed to support tha t the

gene ra l ra te  ca se  rema in open for 18 months  following the  decis ion, for poss ible

A.

A.

A.
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modification of the  export ra te  a t e ither parties ' discre tion, following the  establishment of

one or more methodologies in the ongoing value of solar docket."62

Q. Would any party be able to request modification of the export rate once a decision

has been issued in the value of solar docket?

A. No. Trico's  testimony is clear that only Trico and Staff would be able  to request

modification of the export ra te . I discussed this issue at length in my direct testimony

regarding the Proposed Settlement."

Q- What other concerns do you have with the Proposed Settlement's approach to

revising new DG buyback rates?

A. As discussed in my direct testimony regarding the Proposed Settlement, this approach is

contrary to the recent ALJ Recommendation in the UNSE General Rate Case with regard

to incorporating the results of the value of solar docket and would create unnecessary rate

instability and uncertainty.64 The recent decision by the Commission in that docket

confirmed the ALJ Recommendation's position. In addition, it is  unreasonable to

authorize  Trico to spend money implementing a  proposal that will likely be  modified,

perhaps s ignificantly, within 18 months. Neither Trico nor Staff have  provided

compelling justification for adopting the Proposed Settlement's approach rather than

following the Commission's decision in the UNSE General Rate Case and considering

this issue in a second phase of this proceeding once the Commission has issued a final

decision in the Value of Solar docket.
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Q. What do you recommend?

Consistent with my direct testimony regarding the Proposed Settlement, I recommend

that the Commission should reject the Proposed Settlement's changes to Trico's DG

export rate and approach to incorporating the results of the value of solar docket, and

instead rule  that:

i. All NEM and DG customer rate design issues shall be considered in a

second phase of this proceeding,

62 Nitido S e ttlement Tes timony, p. 10 (emphas is  added).
6.3 Mons en Opening S e ttlement Tes timony, pp. 42-45.
64 Mons en Opening S e ttlement Tes timony, pp. 42-45.
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ii.

iii.
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iv.

No changes  to NEM or DG cus tomer ra te s  sha ll be  adopted until a  fina l

decision has been issued in Phase  2 of this  proceeding,

All cus tomers  requesting an inte rconnection agreement be tween now

and the  issuance  of a  fina l decis ion in P hase  2 of this  proceeding will be

grandfa the red onto current NEM and DG ra te s , including the ir curre nt

ra te  des ign; and

P ha se  2 of this  proce e ding will e xplicitly incorpora te  the  re sults  of the

Value  of Solar docke t.65

B.

Q.

Trico does not adequately justify the Proposed Settlement's new DG buyback

rate of $0.077/kWh

How has Trico supported the Proposed Settlement's new DG buyback rate of

A.

$0.077/kWh?

Trico has stated that it is a  compromise rather than providing evidence that this is an

appropria te  value for exports delivered by DG members."

Q. Has Trico adequately explained how the Proposed Settlement's DG buyback rate

would impact its members' ability to deploy solar DG economically?
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A. Trico a cknowle dge s  tha t "the  'pa yba ck' pe riod for rooftop sys te ms  ma y incre a se  s lightly

under the  Se ttlement Agreement as  compared to today's  payback pe riod,"67 but a lso

cla ims  tha t "the  pa yba ck pe riod will s till be  s ignifica ntly shorte r tha n it wa s  in the  ne a r

past."68 Trico concludes tha t these  sta tements demonstra te  tha t the  Proposed Settlement

would not adve rse ly impact sola r DG in the  Trico se rvice  te rritory.69 However, a s ide

from these  conclusory s ta tements , Trico has not presented any ana lysis  or forecasts  of

future  sola r deployment M support of these  s ta tements . Instead, Trico s imply compares

and re fe rences  a  diffe rent, unre la ted sola r subsidy tha t Trico previously offe red and

e lim ina te d."

65 Monsen Opening Settlement Testimony, pp. 6-7.
he Hedrick Settlement Testimony, p. 12.
67 Nitido Settlement Testimony, p. 15.
68 Nitido Settlement Testimony, p. 15.
69 Nitido Settlement Testimony, p. 14.
70 Hedrick Settlement Testimony, pp. 14-15.
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1 .

Q.

Trico inappropriately compares an average credit based on the

Proposed Settlement's DG buyback rate and base rates to Tucson

Electric Power's (TEP's) base rates

On what basis does Trico claim that the Proposed Settlement's buyback rate is a

reasonable value for its members?

A. Trico  s ta te s  tha t its  e s tima te  of the  a ve ra ge  compe ns a tion  for DG e ne rgy "is  e s s e ntia lly

e qu iva le n t to  the  to ta l e ne rgy compone nt o f the  Tucs on  Ele c tric  P owe r (TEP ) Re s ide n tia l

ra te  a nd  a dde rs  tha t is  p rovide d  to  DG cus tome rs  in  con junc tion  with  TEP 's  ne t me te ring

po licy. The re fore , unde r the  S e ttle me nt Agre e me nt, the  pa yba ck pe riod  fo r Trico

me mbe rs  will s till be  e quiva le n t to  re s ide n tia l cus tome rs  in  TEP 's  s e rvice  a re a ."71

Q- Why does it matter that Trico has estimated total compensation to be comparable to

A.

TEP's energy rates?

Trico states that "[m]aintaining parity with TEP with respect to the total compensation

provided to new DG customers is very important to ensure that neither utility is perceived

as providing a greater value for DG customer installations than the other."72

Q. Do you agree that Trico must maintain parity with TEP with respect to DG

compensation?

A. No. Trico  ha s  ma de  c le a r tha t its  s ys te m a nd its  a s s oc ia te d  cos t of s e rvice  is  d iffe re nt

from TEP 's , s ta ting  tha t it s e rve s  a  te rrito ry with  a  h ighe r cos t o f s e rvice  tha n  Arizona 's

inve s to r-owne d  e le c tric  u tilitie s ." Thus , the re  is  no  re a s on  to  a s s ume  tha t Trico  s hou ld

s e rve  cus tome rs  unde r ide n tica l o r s imila r ra te s  to  o the r u tilitie s . S imila rly, the re  is  no

re a s on  to  be lie ve  tha t Trico 's  DG compe ns a tion  s hould  be  compa ra b le  to  tha t p rovide d

b y TE P .
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Q- Are there other reasons why comparing Trico's rates to TEP's rates is

inappropriate?

Yes. Most notably, the primary reason that Trico has identified for filing this rate case is

unrelated to TEP's or any other utility's rates and/or the relationship of those rates to

71 Hedrick S e ttlement Tes timony, p. 14.
72 Hedrick S e ttlement Tes timony, pp. 14-15.
73 Nitido S e ttle me nt Te s timony, p. 2 .
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Trico's . Trico has  s ta ted tha t "[t]he  principa l rea son for Trico's  ra te  ca se  is  to addre ss

incre a s ing ine quitie s  re ga rding who pa ys  for the  use  of Trico's  e le ctric grid. Trico

be lieved [s ic] tha t its  ra te  proposa ls  would lead to more  equitable  and susta inable  ra te s

for its  Members ."74 Any a lleged inequitie s  in a lloca ting costs  and proposa ls  a ttempting to

se t more  equitable  and susta inable  ra tes  a re  inte rna l to Trico and a re  unre la ted to TEP  or

a ny othe r utility.
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Q. What do you recommend?

The  Commiss ion should give  Trico's  compa rison of its  ra te s  to TEP 's  no we ight a nd

eva lua te  the  P roposed S e ttlement on its  own merits , pa rticula rly with rega rd to the  impact

on Trico's  members . As  discussed furthe r in othe r sections  of my te s timony, Trico has

not demonstra ted tha t the  P roposed S e ttlement's  DG buyback ra te  would equitably

address  its  costs , and has not demonstra ted why it would be  acceptable  for the  P roposed

S e ttlement to crea te  unnecessa ry ra te  ins tability and unce rta inty with rega rd to Trico's

DG buyba ck ra te .

2.

Q-

Trico's buyback rate gives no credit for deferral of transmission and

distribution infrastructure

Has Trico explained the basis for determining the Proposed Settlement's DG

buyback rate of $0.077/kWh

A. Ye s. According to Trico, "[t]he  e xport ra te s  [s ic] is  a  compromise  a mount tha t is

equiva lent to the  power supply portion of the  ene rgy cha rge  for the  firs t tie r of the

proposed RS 1 ra te ."75 Trico a lso expla ins  tha t $0.077/kWh "re flects  a  compromise

a mount tha t is  roughly ha lfwa y be twe e n Trico's  a voide d cos t (whole sa le  fue l a nd e ne rgy)

of $0.03662 pe r kph a nd the  full firs t block RS I re ta il ra te  of $0.1 l293."76
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Q~ Why does the Proposed Settlement use $0.077/kWh, the RS1 first energy block

power supply rate, as the DG buyback rate rather than the second energy block

power supply rate?

74 Nitido S e ttle me nt Te s timony, p. 2 .
7:5 Hedrick S e ttlement Tes timony, p. 12.
76 Hedrick S e ttlement Tes timony, p. 12.
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Trico states that given that the average RS1 customer has monthly consumption of 836

kph, "the power supply component for the first block is fairly representative for the

average residential customer."77

Q. Do you agree with Trico's rationale for determining the DG buyback rate?

A. No. First, it is unclear why Trico would not at a minimum use a weighted average RS1

power supply rate, which would be slightly higher than $0.077/kWh, since the average

usage is 836 kwh/month, the first full block is for the first 800 kph, and the Proposed

Settlement's Schedule RSI second block power supply rate is $0.087/kWh.78 That is, the

weighted average power supply costs would be based on the usage in both the first and

second full blocks.

S econd, Trico has  not jus tified adopting the  firs t RS 1 block power supply ra te  ra the r than

the  highe r second block ra te  or Trico's  ba se  power cos t of $0.0817l I/kWh.79 It is  unclea r

why, if Trico compensa te s  power exports  from DG members  a t the  firs t block ra te , it

would not a lso compensa te  members  whose  ene rgy consumption reaches  Trico's  second

block a t the  se cond block ra te . This  highlights  the  difficulty in se tting a n a ppropria te

buyback ra te  prior to the  Commiss ion providing guidance  a s  to the  appropria te

me thodology in the  Va lue  of S ola r docke t.

Q. Does the Proposed Settlement's DG buyback rate include any value associated with

avoided transmission and distribution capacity costs or other potential avoided non-

power supply costs?

A. No. Trico is clear that the DG buyback rate is based only on the power supply portion of

its first residential rate block."
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Q. Has  Trico  ju s tified  wh y it o n ly in c lu d ed  th e  p o wer s u p p ly p o rtio n  o f its  re s id en tia l

energy charge?

77 Hedrick Settlement Testimony, p. 12.
78 Proposed Settlement, Attachment C, p. 1.
79 Proposed Settlement, p. 4.
80 Hedrick Settlement Testimony, p. 12.
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No. As  discusse d in my dire ct te s timony re ga rding Trico's  Applica tion81 a nd my dire ct

testimony regarding the  P roposed Se ttle1nent,82 the  lack of considera tion and ana lysis  of

these  othe r potentia l va lues  is  pa rticula rly inappropria te  given the  fact tha t the  P roposed

S e ttlement's  would preempt the  outcome  of the  Va lue  of S ola r docke t tha t is  cons ide ring

these  issues in de ta il.
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Q. What do you recommend?

As discussed in my direct te s timony rega rding the  P roposed S e ttlement and ea rlie r in this

te s timony, I recommend tha t the  Commiss ion re ject the  P roposed S e ttlement's  new DG

export ra te  and conside r the  appropria te  DG export ra te  for Trico members  in a  second

phase  of this proceeding.83

12 VI. Staff 's  Analys is  of Solar DG Economics  is  Flawed

Q~ What is the purpose of this section of your testimony?13

14
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A. This  section addresses  S ta ff's  economic ana lysis  of investments  in new sola r DG systems

as presented by S taff.84 As discussed in more  de ta il be low, S taff uses unreasonable

assumptions  in its  economic ana lys is  and uses  unrea lis tica lly low benchmarks  for te s ting

his  re sults .

Q-

A. Summary of Staff's analysis of solar DG economics

Please describe Staff's analysis of solar DG economics.
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A. S ta ff used a  mode l deve loped in the  UNSE proceeding to examine  the  s imple  payback

and breakeven lease  ra te  associa ted with investments  in new sola r DG systems. S ta ff

acknowledges tha t the  assumptions used in the  ana lysis  a re  uncerta in and tha t other

partie s  may have  diffe rent a ssumptions. S ta ff looked a t three  a lte rna tive  ra te  design and

NEM sce na rios : (1) NEM ba se d on the  e xis ting RS I ta riff (2) Trico's  initia l proposa l to

buy back a ll excess genera tion a t its  avoided costs , and (3) the  P roposed Se ttlement,

whe re  Trico would buy ba ck a ll e xce ss  ge ne ra tion a t $0.077/kWh but would not ma inta in

NEM. For e a ch sce na rio, S ta ff pre sented s imple  payback pe riods  and Inte rna l Ra te  of

Re turn (ERR). S ta ff then compared the ir results  aga inst wha t a re  a llegedly reasonable

81 Mons en Opening Tes timony, pp. 23-28 and 29-31 .
82 Mons en Opening S e ttlement Tes timony, pp. 41-42.
83 Mons en Opening S e ttlement Tes timony, pp. 6-7.
84 Liu S e ttlement Tes timony.
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benchmarks  for ERR de rived from his toric da ta : re turns  on 3-month Treasury Bills  and

10-yea r Trea sury Bonds , re turns  for the  S tanda rd & P oor's  500 (S &P  500), and diffe rent

home  mortgage  products .

Q- Did you evaluate solar economics in this docket?
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A. Yes. In my opening te s timony, I eva lua ted the  Annua l Lease  S avings , Break-Even Lease

Ra te , Discounted Payback, and S imple  Payback based on Trico's  initia l proposa l.85 The

mode l tha t I used in my ana lys is  is  s imila r to the  mode l used by S ta ff in its  te s timony.

Thus, I am genera lly aware  of the  approach used in S ta ff' s  ana lysis  a lthough I have  not

re ce ive d workpa pe rs  from S ta ff supporting its  mode ling.

B.

Q-

Staff uses unrealistic assumptions to support its economic analysis of the

impact of the Proposed Settlement

Did Staff use the same assumptions that you used in your opening testimony?

A. S ome of the  a ssumptions  were  s imila r and some  were  diffe rent. However, s ince  I have

not ye t rece ived the  workpapers  supporting S ta ff" s  ana lysis , I am not able  to guarantee

that the assumptions are  the same.86

Q- Did Staff respond to the discussion of the appropriate assumptions to be used to

analyze solar economics that you presented in your opening testimony?

No. S ta ff made  no mention of my a ssumptions  in its  te s timony supporting the  P roposed

Settlement.

Q- Did Staff justify the assumptions that were used in its testimony?
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A. No. Unlike  in my te s timony, S ta ff did not a tte mpt to jus tify its  a ssumptions . Ins te a d, S ta ff

mere ly s ta ted the  assumptions used in the  ana lysis . I would note  tha t some  of the

assumptions used in S ta ff' s  ana lysis  have  changed s ince  S ta ff origina lly presented its

ana lys is  in the  UNS E Genera l Ra te  Case . S ta ff provided no explana tion a s  to why it

chose  to change  those  assumptions.

85 Monsen Opening Testimony, pp. 10-18.
86 Note that Staffs assumptions are summarized in its testimony. However, that does not guarantee that the models
will produce similar results given the same input assumptions.
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Q- Are  th e re  p a rticu la rly imp o rtan t a s s u mp tio n s  fo r wh ich  yo u  an d  S ta ff u s ed

d iffe ren t va lu es ?

A. Yes, in pa rticula r, my ana lysis  a ssumed a  la rge r typica l system size  of 7. 15 kW-DC and a

highe r system cost of $3,600/kW-DC as  cited in my opening te s timony.87 These

assumptions a re  much diffe rent from the  system size  and cost a ssumptions used by S ta ff,

which a re  5.10 kW-DC for an ave rage  cus tomer and 6.85 kW-DC for a  la rge  cus tomer,

a nd $2,750/kW-DC88

Q- What other assumptions used by Staff that concern you?

I am concerned tha t S ta ff e lected to use  a  33-year ERR and sola r system lifespan in this

docke t as  opposed to the  20-year ERR and sola r system lifespan S ta ff used in the  UNSE

docke t.89 S ta ff provided no justifica tion for such a  change .

Q. Did Staff's analysis assume any changes in future rate design?

No. S ta ff a ssumed tha t ra te  design would remain the  same  in the  future  but tha t ra te s

would escala te  a t 2.5% per year.90

Q. Do results under Staff's modeling assumptions over- or under-state the returns and

payback to Trico members who install solar DG compared to those assumptions

included in your opening testimony?
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A. I have  not ye t rece ived S ta ff' s  workpape rs , so I was  unable  to directly confine  the  re sults

under any of S ta ff' s  a ssumptions and scenarios  re la tive  to my previous ana lysis .

However, given the  diffe rences  in a ssumptions , I expect tha t S ta ff' s  mode ling

assumptions  ove r-s ta te  the  re turns  and payback to Trico members  who ins ta ll sola r DG. I

rese rve  the  right to supplement my testimony once  I have  rece ived and reviewed S ta ff' s

workpa pe rs .

87 Monsen Opening Testimony, p. 13.
88 Liu Settlement Testimony, Schedule YL-1 .
89 Liu Settlement Testimony, pp. 6-7 and Surrebuttal Testimony of Yue Liu, Docket No. E-04204A-15-0142.
February 19, 2016. pp. 9- l0. (see Exhibit WAM-6)
90 Liu Settlement Testimony, p. 7
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1

2

c. Staff uses unrealistic benchmarks to compare against its modeling results,

thereby potentially misleading the Commission

Q. Which benchmarks did Staff use for comparison against its modeling results?

A. Sta ff discussed severa l benchmarks based on his toric da ta  in its  te s timony: re turns on the

S &P  500, yie lds  on 3-month Treasury Bills  and 10-yea r Trea sury Bonds , and inte re s t

ra tes  for 15- and 30-year fixed ra te  mortgages, and 5-year Adjustable -Ra te  Mortgages.91

S taff s ta tes  tha t "ERR can a lso be  compared aga inst the  preva iling ra te  of re turn in the

securitie s  marke t or accep ted  d is coun t ra te [s ic] which a re  re fe re nce  points  for

customers. For a  customer considering an investment in a  rooftop sola r system, if the  ERR

for the  investment is  highe r than his /he r (p u b lic ly u n kn o wn ) but accepted discount ra te ,

the  inves tment is  economica lly viable ."92

Q. Do you agree with Staffs assertion that "Generally speaking, the higher the

investment's ERR, the more desirable it is to undertake the investment from the

cus tomer's  pers pective.""93

Not comple te ly. While  a  highe r ERR does  imply tha t an investment is  more  desirable  than

an investment with a  lower ERR, tha t doesn't necessa rily mean tha t the  customer will

ma ke e ithe r investment because  the  re turn is  unacceptable  re la tive  to the  risk associa ted

with the  inves tment. For example , the  risk a ssocia ted with a  yie lds  from a  3-month

Treasury Bill or a  10-yea r Treasury Bond is  ve ry low due  to the  fact tha t these  a re  among

the  sa fest investments  ava ilable . The  risk a ssocia ted with the  re turns  from S&P 500 is

much higher. The  ERR associa ted with a  sola r DG unit is  le ss  ce rta in than the  ve ry sa fe

Treasury Bills  or Treasury Bonds because  it is  based on forecasts  of future  ra te s  and

system performance . The  ERR for the  sola r DG investment becomes even more  uncerta in

when customers face  major changes in ra te  s tructure  tha t could undermine  these

inves tments . Trico has  a lready indica ted tha t it would like ly move  to a  three -pa rt ra te

with a  non-ze ro demand cha rge  and a  highe r monthly cha rge , which would seve re ly
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undercut the  ERR associa ted with a  sola r DG investment. As a  re sult, the  minimum

acceptable  re turn (a lso known as  the  hurdle  ra te ) for making an investment in sola r DG

91 Yuh S e ttlement Tes timony, pp. 8-9.
92 Yue  S e ttlement Tes timony, p. 7 (emphas es  added).
93 Yue  S e ttlement Tes timony, p. 7.
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should be  higher than the  hurdle  ra te  for making an investment in an asse t with le ss

uncerta inty in re turns  .

Q. Did Staff assess the relative risks associated with the different benchmarks that it

proposed to compare against Staffs estimate of ERR?

No. S ta ff mere ly lis ted the  his toric re turn a ssocia ted with the  diffe rent benchmarks .

Q- Did Staff attempt to survey the types of returns required by market participants to

make investments in solar projects?

A. No .

Q. Wh y is  th is  a  p ro b lem?

A. Because  S ta ff did not unde rtake  such a  survey, it is  not clea r tha t the  e s tima ted IRis  a re

consis tent with the  types  of re turns  required by inves tors  in sola r projects .

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Q. Do you have other comments about Staffs comparison of the IRis against its

proposed benchmarks?

Yes. It is  important to note  tha t the  benchmarks  a re  not forecasts  of future  re turns , they

are  historic va lues. On the  other hand, the  estimate  of ERR is  a  forecast. Thus, it is  not

clea r tha t the  his toric benchmarks  a re  comparable  with the  forecas ted va lues  of IRis

s ince  S ta ff made  no e ffort to ensure  tha t the  benchmarks were  nonna lized to make  them

more  comparable  with the  forecasts  of eRRs.
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Q.

Conclusion: Commission should give little weight to Staffs comparison ofIRR

against questionable benchmarks

What do you conclude from this?

The  Commiss ion should give  little  we ight in S ta ff' s  compa rison of IRis  with its

collection of benchmarks. S ta ff" s  assessment is  s implis tic in tha t it did not assess  the

a ppropria te  risk-a djus te d re turns  from be nchma rks  with s imila r risk profile s  a s  a n

inves tment in a  sola r DG sys tem be ing ins ta lled in an environment with s ignificant

re gula tory a nd ma rke t risk.

A.

A.
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VII. Co n c lu s io n

Q, Does this complete your rebuttal testimony regarding the Proposed Settlement?

1

2

3 A. Ye s .
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This Exhibit includes Trico responses to EFCA DR 5.11, EFCA DR 5.12, EFCA DR 7.4, EFCA DR
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ENERGY FREEDOM COALITION OF AMER1CA'S
FIFTH S ET OF DATA REQUES TS  TO

TRICO ELECTRIC COOP ERATIVE, INC.
DOCKET NO. E-01461A.15-0_63

July 20, 2016

EFCA 5.11: P le a s e  provide  the  informa tion re que s te d be low re la te d to Trico's  propos e d
Member Education Program .

a) What are  the objectives of Trico's Member Education Program?
b) Wha t is  the  anticipa ted cos t of Trico's  Member Educa tion Program?  P lease

itemize anticipated costs.
c) Has Trico started conducting outreach under its Member Education Program?
d) P lease  provide  a  timeline  of the  Member Educa tion Program implementa tion

and roll-out. Please include costs and objectives for each phase.
e ) How does Trico anticipa te  it will educa te  members  on how to "utilize  demand

rates to reduce monthly bills"?
1) Which informa tion from third pa rtie s  doe s  Trico a nticipa te  utilizing to "he lp

members to manage demand"?
g) With regard to Trico's  Smart Hub applica tion:

l. Please discuss the functions and usefulness of this application?
2. How do customers access Smart Hub?
3. How many customers currently use  this service  daily, monthly?
4. What information and customer-specific data  does Smart Hub provide

to customers?
5. Wha t does  Trico identify a s  the  limita tions  to the  Smart Hub

application?
6. How does Trico plan to modify the  Smart Hub applica tion to meet the

objectives of its Member Education Program?

RES P ONS E: a) See  Section 10 of the  Settlement Agreement. The member outreach and
education will include: (a) the nature and operation of demand rates; (b) how
me mbe rs  ca n  u tilize  de ma nd  ra te s  to  re duce  month ly b ills , a nd  (c)
information on tools  ava ilable  from Trico and third parties  to he lp members

education materia ls will highlight technology solutions including
programmable thermostats and load controllers as means that could be used
to minimize demand charges and monthly bills .

b) Trico has  not ye t formula ted an es tima ted cos t of the  member outreach
a nd e duca tion progra m. The  Coope ra tive  a nticipa te s  forma lizing a nd
implementing this  program upon approva l of the  Se ttlement Agreement by
the  Commission.

c) No

d) Trice  has not yet formulated a  timeline .

e ) Trico's  plan is  not ye t formula ted.

f) Trico may seek ass is tance  from third pa rt consultants  and/or othe r rura l
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cooperative agencies.

g) (l) The  S ma rt Hub a pplica tion a llows  Me mbe rs  to ma ke  pa yme nts , vie w
billing his tory, re que s t pa yme nt e xte ns ions , monitor da ily us a ge  within the
curre nt billing pe riod prior to billing. For Me mbe rs  with ce ll ba s e d me te rs '
hourly usa ge  da ta  is  a va ila ble . Me mbe rs  ca n a lso vie w his torica l usa ge  da ta ,
do usa ge  compa risons  be twe e n months , find a ve ra ge  usa ge . Me mbe rs  ca n
view and report outages , in addition, reques t notifica tions  for outage  upda te s .
The re  is  a ls o  a  Conta c t Us  v ia  e m a il for va rious  re a s ons ; budge t b illing
re que s t, ma iling a ddre ss  cha nge , re que s t to disconne ct a  se rvice , e le ctronic
transfe r inquiry, S mart Hub and misce llaneous  inquirie s . (2) Members  access
S m a rt Hub from  Trico 's  we bs ite  trico .coop .  An e m a il a nd  pa s s word  a re
re quire d for login. S ma rt Hub ca n a ls o be  a cce s s e d on Apple  a nd Android
m obile  de v ice s  by downloa ding  from  the  Apple  S tore  a nd  G oogle  P la y,
e ma il a nd pa ssword re quire d for login. (3) Curre ntly Trico ha s  21,324 a ctive
S ma rt Hub us e rs . S e e  the  a tta che d EFCA 5.ll(g) re la te d us a ge  of S m a rt
Hub. (4) In  a ddition to  the  ite m s  in  re s pons e  l a bove ,  Me m be rs  ca n a ls o
vie w pe rsona l a ccount informa tion, s tore d a nd a uto pa yme nt me thods  (cre dit
ca rd a nd che cking a ccount informa tion). (5) A compute r, Apple  or Android
mobile  de vice  is  re quire d to a cce ss  the  a pplica tion. (6) Trico will modify the
a pplica tion such dirt Me mbe rs  will be  a ble  to vie w the ir pe a k de ma nd for the
curre nt billing m onth a nd pre vious  m onths  a s  we ll a s  the  da te  a nd tim e  it
o c c u rre d .  F o r Me m b e rs  with  c e ll b a s e d  m e te rs '  h o u rly p e a k d e m a n d
informa tion will be  a va ila ble .

RES P ONDENT: Karen Cithers , Chief Opera ting Officer
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EFCA 5.12: Please  provide the  information requested below rela ted to Section 12.1 of Trice 's
Settlement Agreement. Please provide all supporting data, analyses, and any other
re la ted documenta tion. If in Exce l forma t, plea se  ensure  tha t a ll formula s  and
links remain intact.

a) What is the rationale behind Trico's $0/kW demand charge?
b) What is  the  basis for the  $0/kW rate?
c) Did Trico cons ide r reques ting authority to implement a  demand cha rge  pilot

program ra ther than a  $0/kW demand charge?  If yes , please  discuss . If no,
why not?

d) Ha s  Trico conducte d a ny cus tome r surve ys  or re la te d re se a rch re ga rding
ratepayer opinion on demand charges?

e ) Expla in with pa rticula rity e a ch wa y, if a ny, tha t Trice  be lie ve s  the  $0/kW
demand charge will help educate its members about demand charges .

RES P ONS E: a) To put in place  a  ta riff tha t Trice  members  can re fe rence  with respect to
demand informa tion on the ir bill, in orde r to a ss is t them in unde rs tanding
how de ma nd ra te s  work a nd wha t the ir own de ma nd profile  looks  like ,
without e conomic implica tion to the  members  pending an opportunity for
Trico to a na lyze  de ma nd data for a ll re s ide ntia l a nd s ma ll comme rcia l
members and to conduct outreach and education regarding how members can
utilize  demand ra tes  to reduce  the ir bills . Including the  demand e lement in
the  billing program a lso a llows Trico to accura te ly track billing de terminants
re la te d to de ma nd a nd to e a s ily utilize  his torica l de ma nd da ta  to a nswe r
member questions.
b) See a) above.
c) Trico did not consider implementing a  demand charge  pilot program, as
the  Coope ra tive  be lie ve s  a n e le ctive  pilot progra m would only a pply to a
small segment of the  membership, and would not provide  the  Coopera tive
with sys tem wide  demand informa tion nor with a s  good an opportunity to
provide  a ll of its  res identia l and srnadl commercia l members  with outreach
and education regarding the operation of demand rates and how they can be
used to lower a  member's  e lectric bill.
d) No. Based on informal discussions with members a t various Coopera tive
functions (town hall meetings, member events, annual meetings, e tc.), Trico
believes there is a  level of confusion and uncertainty among the membership
re ga rding de ma nd ra te s  a nd how the y work. Trico be lie ve s  the  be tte r
approach from a  Coope ra tive  s tandpoint is  to educa te  a il of its  members
regarding demand rates while  simultaneously analyzing demand data  for the
entire membership to determine whether and how to implement demand rates
in the  future .
e ) The  $0/kW demand cha rge  is  not intended to provide  educa tion about
demand cha rges , it provides  a  tool and an oppo ity for the  me mbe r to
rece ive  educa tion from the  Coopera tive  and lea rn how demand ra tes  work
widiout economic consequences. See a) above.
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RES P ONDENT: Vincent Nitido, CEO/General Manager
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EFCA 7_4 Please  expla in why it is  reasonable  for Schedule  TOD-P to have  a  time-
differentiated energy charge but is not reasonable for a  residential or
small commercial tariff to have a  time-differentia ted energy charge.

RES P ONS E: Prior to 2011, AEPCO charged Trice  and its  othe r Members  based on a
demand ra te  a t the  time of the  AEPCO peak. When these  ra tes , such as
TOD-P , we re  de ve lope d Trico s tructure d the  time  diffe re ntia tion of the
energy rates to move the Member to use less energy at AEPCO peak times
which would result in lower demand charges  from AEPCO. In 2011, the
AEPCO demand ra te s  we re  e limina ted and replaced with fixed cha rge
dolla rs  tha t do not change  based on usage  or time  of tha t usage . All of
Trice 's  time differentia ted ra tes were  developed before  AEPCO made the
cha nge  to e limina te  its  de ma nd ra te s . None  o f the s e  Trice  time
diffe re ntia te d e ne rgy ta riffs  curre ntly provide  a  be ne fit to the  sys te m,
howe ve r those  ta riffs  such a s  the  TOD-P  tha t ha ve  ve ry fe w Me mbe rs
taking service do not have a  significant cost impact.

RES P ONDENT: Karen Cashers, Chief Operating Officer



E NE RGY FRE E DOM COALITION OF AME RICA'S
S EVENTH S ET OF DATA REQUES TS  TO
TRICO ELECTRIC COOP ERATIVE, INC.
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EFCA 7.14 On pa ge  8 of Mr, Nitido's  te s timony, he  indica te s  tha t Trioo
"a nticipa te s " de ve loping a  compre he ns ive  outre a ch a nd e duca tion
progra m. Ha s  work s ta rte d on this  e ffort?  If not, how long doe s  Trico
anticipa te  tha t this  e ffort would take?

RESPONSE : No work ha s  no t s ta rte d  ye t. Trice  p la ns  to  de ve lop  the  progra m in
pa ra lle l with its  me te ring a nd billing s oftwa re  upgra de s  which will occur
ove r 6  mon ths  a fte r ACC a pprova l o f the  Ra te  Ca s e . S e e  a ls o the
Response  to EFCA 5.11 .

RES P ONDENT: Karen Cithers , Chief Opera ting Officer
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Y EFCA 7.22 On pa ge  7 of Mr. He dricks ' te s timony, he  s ta te s  tha t "The  ma jority
of Trice 's  Res identia l cus tomers  currently have  me te ring ins ta lled tha t
will a ccommoda te de ma nd me te ring." P le a s e  a ns we r the  following
questions:

a.

b.

c.

d.

P le a s e  de fine  with s pe cificity the  me a ning of "a ccommoda te
demand metering."
Doe s  th is  "ma jority" of cus tome rs  ha ve  me te rs  ca pa ble  of
me te ring  hourly or qua rte r-hourly loa d  da ta  for e a ch  time
in te rva l in  a  month  s o  tha t the s e  da ta  ca n  be  provide d  to
customers?

In orde r to provide  re s ide ntia l cus tome rs  with inte rva l da ta  for
e a ch qua rte r-hourly or hourly inte rva l, would Trice  ha ve  to
re pla ce  its  me te rs ?  If so, wha t would be  the  cos t of re pla cing
its  meters?  What other infrastructure  and software  would need to
be  replaced in orde r to a llow Trice  to provide  inte rva l da ta  to a ll
re s ide n tia l cus tome rs ?  How long  would  it ta ke  to  s pe cify,
orde r, a nd ins ta ll a ll of the s e  me te rs ?  How long would it ta ke
to deve lop, te s t, ins ta ll, and te s t a  new billing sys tem tha t could
support presentation of interval load data?
Has Trico requested funds in this general rate  case to mdse this
infrastructure upgrade? If not, when might it make such a request?

RES P ONS E: a . All but a pproxima te ly 1,350 of the  Trice  curre nt me te rs  ca n provide
demand da ta . However, Trico's  billing s ys tem will need to be  configured
to pull the  demand da ta  from the  me te r s uch tha t it can be  collected for
ana lys is  and for billing,

b. About a  qua rte r to a  third of Trice 's  me te rs  curre ntly provide  inte rva l
data  (a ll of these  provide 15-minute  interval data).

c. Please see the Response to EFCA 5.7(f) and STF 2.11.

d .  No, Trico  ca n  only inc lude  in  its  ra te  ca s e  te s t ye a r known a nd
meas urable  cos ts . Any future  plant tha t Trico cons tructs  will be  included
in its  next rate case.

RES P ONDENT: Karen Cashers , Chief Operating Officer
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EFCA 7.25 On page  10 of Mr. Hedricks ' te s timony, he  discusses  how the  "current
whole sa le  pricing s tructure  from AEPCO" include s  a  fixe d cha rge  for
ca pa city tha t doe s  not va ry ba se d on the  volume  or timing of e ne rgy
consumed. Please respond to the  following questions:

a. Does  the  AEPCO contract have  a  fixed cha rge  tha t va rie s  with
maximum demand taken from cus tomers?  If the  answer to this
que s tion is  a nything e xce pt for a n unqua lifie d "no," ple a s e
provide  a  copy of the  AEPCO contra ct a nd a  summa ry of how
the fixed charge varies with maximum demand.

Has AEPCO ever offered to se ll power to Trico a t prices tha t vey
with time  of da y or s e a son?  If so, ple a se  provide  copie s  of a ll
such offers.

C. Doe s  Mr. He dricks  be lie ve  tha t the re  is  no wa y tha t AEP CO
would cha nge  its  pricing s tructure  s uch tha t AEP CO's  price
would vary with time of day? If not, please  so sta te .

RES P ONS E: a . No

b. Please see the Response to EFCA 7.4,

c. It is  possible  tha t AEPCO may change its  pricing structure  in the  future
but such a  change would be  complex and will like ly require  ACC approval
through an AEPCO rate case.

RES P ONDENT: Karen Cithers , Chie f Opera ting Officer

b.
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TO ALL PARTIES  :

Enclosed please find the recommendation of Administrative Law Judge Jane L. Rodda.
The recommendation has been filed in the form of an Opinion and Order on:

UNS ELECTRIC, INC.
(RATES)

I

Pursuant to A.A.C. R14-3-1 l0(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

x
l JULY 29, 2016

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

AUGUST 9 AND 10, 2016

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602) 542-4250. For information about the Open Meeting, contact the
Executive Director's Office at (602)542-3931.

Arizona Corporation Commission
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28

27 managing load been made available.

24 i consumption to save money, or at least not incur a bill increase, requires education and tools available

25 to monitor their load. Although die necessary meters that can measure demand are close to being

26 ubiquitous in UNSE's service areas, an education plan has not been formalized, nor have tools for

21 g most residential customers. APS has had a voluntary residential demand charge for many years, which

22 for certain customers, generally with high usage, has worked well, allowing them to save money. In

23 order for customers to understand how demand charges work and how they can manage their energy

20

1 9

Until recently, the technology to implement three-part rates for the residential class has not been

16 widely available. UNSE, however, expects to have smart meters, able to measure demand, installed

17 i for all of its residential customers by the fall of 2016. We do not disagree with those who have argued

18 in this case that a three-part rate design can better align revenue recovery Mth cost causation. However,

14 | a nd the  ene rgy cha rge .

g15

l l design the three-part rates in this case such that they would be revenue neutral, in that the customer

12 using the average number of kWh's annually would see the same total bill for the month, but the

13 I revenues would be recovered partly from a new demand charge in addition to the basic customer charge

10

8 I would be 'incurred based on the highest one hour KW use during peak periods. Because the demand

9 charge would recover some of the fixed costs associated with investment in capacity formerly being

recovered in the energy charge, the energy charge portion of the rate is reduced. UNSE attempted to

7

5 i: Some parties in the this case have argued for the implementation of three-part residential rates,

6 comprised of a fixed customer charge, a demand charge, and a volumetric energy charge, in order to

8 better align cost recovery and cost causation. As they were recommended in this case, a demand charge

1 LFCR, which was intended to compensate the Company for the lost revenues associated with EE and

2 DG. The LFCR collects these costs by means of a per kph charge. Thus, residential customers pay

3 .more when sa.les decline. Low usage customers do not pay as much through the LFCR as others

4 !because the LFCR is based on kph consumption.

the  devil is  in the  de ta ils .

Thus , we  concur with thos e  pa rtie s  who a rgue  tha t this  is  not the  tim e  for this  utility to require

Demand charges, although used for many years in a commercial context, are a new concept for

65
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1 'au residential and SGS customers to transition to mandatory three-part rates. The public distrust or

DOCKET no. E-04204A-15-0142

2 antipathy to the proposal has convinced the Company and the Commission that any transition to three-

3 part rates will require a massive public education effort before we can say with any degree of certainty

4 that mandatory residential demand rates in UNSE's service territory are in the public interest. This does

5 not mean that another utility, under different circumstances, cannot make a convincing argument that

6 residential demand charges can be in the public interest. Our decision in this case applies

9 only to UNSE at this point in time.7

Even though we do not approve mandatory residential or SGS demand rates, we believe that
I8 1

9 inc time is ripe for a more modem rate design. Before turning to mandatory three-part residential rates,

10 however, we find that the better, more tempered, path to modernity is to move as many customers as
!
s
s

11 possible to TOU rates, while also promoting other rate options, including an optional three-part rate

12 Igor the Residential and SGS Classes. Appropriately designed TOU rates should allow better recovery

13 if costs, and send the correct signals about the cost of service and encourage customers to shift their

14 loads to off-peak times. By shaving the peak, the utility and its ratepayers can save on investments in

15 generation, transmission and capacity.

16 I In general, we find that the various options offered by UNSE in its Initial Brief (a two-part rate,

17 1 TOU, Super Peak TOU, three-part rate, and three-part TOU), modified to reflect the revenue allocations

18 approved herein and other adjustments discussed below, are reasonable. In order to move as many

19 residential and SGS customers as possible to TOU rates, we believe that the TOU option should be the

20 default residential rate for existing as well as new customers. However, because we do not yet have

21 s rate proposals that reflect the conclusions of this Order, and because transitioning to default TOU rates

22 will take planning and education, there must be a transition period.

23 ;

24

Thus, we authorize a traditional two-part rate structure (including UNSE's proposed two-tier

proposal for the energy charges) for a transition period of at least six months before residential

25 customers will be placed on the TOU options. During the transition period, UNSE shall compile and

26 submit a transition plan for review by Staff and RUCO (and any other interested party to this docket)

27 and Commission approval. The transition plan shall include the proposed transitiondate, and specific

educational materials to inform customers about TOU rates and how they can manage their bills under28

!
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Exhibit WAM-3: Schedule TOD - P: Time Of Day Pumping
Service



TIME OF DAY RATE Power

Supply

Distribution Charges
Total Rate

Metering Meter
Reading Billing Access To ta l

Cus tomer Charge
($/Cus tomer/Mo)

Single-Phase
Three-Phase

$ 4.82
$12.82

$535
$5.35

$6.21
$6.21

$1.62
$1.62

$18.00
$26.00

$18.00
$26.00

Billing Demand ($/kW)
On Peak $18.16 $18.16

Energy Charge($/kWh)
On-Peak
Off-P eak

$0. 10040
$0.03540

$0.02650
$0.02650

$0.02650
$0.02650

$0.l2690
$0.06190

ELEC TR IC  R ATES

TRICO ELECTRIC COOPERATIVE, INC.
8600 W. Tangerine Road
Marina, Arizona 85653
Filed by: Vincent Nitido
Title: CEO/General Manager

Effective  Date : September 1, 2005

S TANDARD OFFER TARIFF

S CHEDULE TOD - P
TIME O F DAY P UMP ING  S ER VIC E

Ava ila b ilitv
In the  Coopera tive 's Certifica ted Area  where  its  facilities a re  of adequate  capacity and the  required

phase and suitable voltage are in existence and are adj agent to the premises served.

Applica tion
The Time of Day Pumping Service  Rate  (TODP) is applicable  to a ll water pumping insta lla tions of

ten (10) horsepower pumps or la rge r. All se rvice  to an ins ta lla tion sha ll be  de live red a t a  s ingle  se rvice
loca tion. The  Coope ra tive  sha ll ha ve  the  right to me te r in the  most pra ctica l ma nne r, e ithe r prima ry or
secondary voltage.

Tvpe of Service
The  type  of se rvice  ava ilable  under this  schedule  will be  de te rmined by the  Coopera tive  and will

normally be :
120/240 volt single  phase , 120/208 volt three  phase  or 277/480 volt three  phase

Monthlv Rate



TIME OF DAY PUMPING SERVICE
SCHEDULE TODP

De fin it io n  o f On -P e a k
April 1 _through October 31: For this rate schedule, on-peak hours are 1:00 p.m. to 9:00 p.m.,

Monday through Friday. All other hours, including Saturday, Sunday and *holidays, are considered to be
Off-Peak.

November l throu2l;_l;/larch 31: For this rate schedule, on-peak hours are 6:00 a.m. to 10:00 a.m.,
and 6:00 p.m. to 10:00 p.m., Monday through Friday. All other hours, including Saturday, Sunday and
*holidays, are considered to be Off-Peak.

Metering Cost
The customer shall pay the Cooperative, prior to installation, any cost for the Time-of-Day Energy

and Demand Meter, which cost exceeds the metering cost that would be incurred by the Cooperative for
such a pumping installation without a Time-of-Day Meter.

Minimum Monthlv Charge
The greater of the following, not including any wholesale power cost adjustor or any other adder

approved by the Arizona Corporation Commission:
l . The Customer Charge,
2. $1 .00 per kA of required transformer capacity,
3. The amount specified in the written contract between the Cooperative and the customer

Tax Adjustment
To the charge computed in this rate schedule, including all adjustments, shall be added the

applicable proportionate part of any taxes or governmental impositions which are or may in the future be
assessed on the basis of gross revenues of the Cooperative and/or the price or revenue from the electric
energy or service sold and/or the volume of energy purchased for sale and/or sold hereunder.

Wholesale Pgyver Cost Adjustment
The Cooperative shall, if purchased power cost is increased or decreased above or below the base

purchased power cost of $0.08l638 per kph sold, flow through such increases or decreases to all classes
of customers.

In addition to the foregoing, all kph sold to each customer under this rate schedule shall be subj et
to an additional temporary wholesale power cost adjustment, if any, that may be charged the Cooperative
by its supplier of electricity which consists of an additional surcharge, a temporary credit and/or a fuel bank
surcharge.

B_u_les and Regulations

The  Rule s  a nd Re gula tions  a nd Line  Exte ns ion P olic ie s  of the  Coope ra tive  a s  on file  with  the
Arizona  Corpora tion Commis s ion s ha ll a pply to this  ra te  s chedule .

Upon a pplica tion for s ervice  or upon reques t, the  Coopera tive  will a s s is t the  cus tomer in s e lecting
the ra te  s chedule  bes t s uited to his  requirements , but the Coopera tive does  not gua ra ntee the cus tomer will
be  s erved under the  mos t fa vora ble  ra te  s chedule . Upon written notifica tion of a ny ma teria l cha nges  in the
cus tom er's  ins ta lla tion, loa d conditions  or us e  of s e rvice , the  Coope ra tive  will a s s is t in de te rm ining if a
change in ra tes  is  des irable. No more than one (1) such change a t the cus tomer's  reques t will be made within
a ny twe lve  (12) month pe riod.



TIME OF DAY PUMPING SERVICE
SCHEDULE TODP

Contract
If service is requested in the Cooperative's Certificated Area and the provisions outlined in the

Availability Clause of this rate tariff cannot be met, it will be necessary for the Cooperative and customer
to mutually agree, in a written contract, on the conditions under which service will be made available.

Service Availability Charge
A Service Availability Charge to be paid by the customer to the Cooperative may be included in

the contract to reimburse the Cooperative for its operating expenses with regard to idle or standby services
in connection with the faci l i t ies constructed or instal led pursuant to the contract based upon the
Cooperative's estimate of its actual operating costs for such idle or standby services.

Renew le Energv Sta1 rd (RES) Su_r rge
The Cooperative shall add to its bill a RES Surcharge in accordance with the approved RES tariff

to help offset the costs associated with the Cooperative's programs designed to promote alternative
generation requirements that satisfy the RES as approved by the Arizona Corporation Commission. Other
charges may be applicable subject to approval by the Arizona Corporation Commission.

Demam§igle Manager (DSM) Pr9_gLams; DSM A_<1j_gstment Me mism
The Cooperative shall recover its cost for pre-approved DSM programs through a separate DSM

adjustment mechanism which shall provide for a separate and specific accounting for pre-approved DSM
costs.

Definition of Hglidavs
Holidays are defined as New Year 's Day, Memorial Day, Independence Day, Labor Day,

Thanksgiving Day and Christmas Day.



TIME OF DAY PUMPING SERVICE
SCHEDULE TODP



Exhibit WAM-4: Schedule GS-TOU: General Service Time of Use

Experimental



STANDARD RATE Power

Supply

Distribution Charges
Total Rate

Metering Meter
Reading Bill ing Access Total

Customer Charge
($/Customer/Mo)
Single-Phase
Three-Phase

$9.35
$9.35

$1.62
$1.62

$6.82
$14.82

$24.00
$32.00

$6.21
$6.21

$24.00
$32.00

Billing Demand ($/kW/Month) $0.00 $5.95 $5.95 $5.95

Coincident Demand Charge*
($/kW/Month)

$29.50 $0.00$0.00 $29.50

Energy Charge ($/kWh) $0.03749 $0.02626 $0.02626 $().06375

ELECTRIC RATES

TRICO ELECTRIC COOPERATIVE, INC.
8600 W. Tangerine Road
Maraca, Arizona 85653
Filed By: Vincent Nitido
Title: General Manager/CEO

Effective Date: August 1,  2009

STANDARD OFFER TARIFF

GENERAL SERVICE TIME OF USE _ EXPERIMENTAL
SCHEDULE GS-TOU

Availabilitv
In the Cooperative's Certificated Area where its facilities are of adequate capacity and the required

phase and suitable voltage are in existence and are adjacent to the premises served. This rate is limited to
the first 100 qualified customers.

A_pplication
The General Service Time of Use Rate - Experimental (GS-TOU) is applicable for single and three

phase service for any customer who would otherwise be eligible for either the General Service 1 (GSI),
General Service 2 (GS2) or General Service 3 (GS3) rate. All service shall be delivered at a single service
location.  The Cooperative shall  have the right  to meter in the most  practical  manner,  ei ther primary or
secondary voltage.

Type of Service
The type of service available under this schedule will be determined by the Cooperative and will

normally be:
120/240 volt single phase, 120/208 volt three phase or 277/480 volt three phase

Monthlyga te

* The Coincident  Demand Charge is applied to the customer's monthly metered demand as recorded by
suitable metering device at the time of the Arizona Electric Power Cooperative, Inc. (AEPCO) peak.



STANDARD OFFER TARIFF

GENERAL S ERVICE TIME OF US E _ EXP ERIMENTAL
S CHEDULE Q s -ToU __

Minimum Monthlv Charge
The  grea te r of the  following:

1. The Cus tomer Cha rge,
2 . $1 .00 pe r kA of required tra ns form er ca pa city,
3 . The a mount s pecified in the  written contra ct between the  Coopera tive  a nd the  cus tomer.

P o we r Fa c to r
The customer shall maintain power factor of not less than ninety percent (95%) but not greater than

unity. The  Coopera tive  sha ll have  the  right to measure  such power factor a t any time . Should such
measurement establish that the power factor of the customer is less than ninety percent (95%) or greater
than unity, the customer shall upon 60 days written notice correct such power factor to ninety percent (95%)
to unity. If not timely corrected, the Cooperative shall have the right to increase the kph for billing purposes
by one percent (l %) for each one percent (1%) of power factor below ninety percent (95%) or above unity.

Billin g  De m a n d
The  billing dem a nd s ha ll be  the  m a xim um  kilowa tt dem a nd es ta blis hed by the  cus tom er for a ny

period of fifteen (15) cons ecutive  minutes  during the  month for which the  bill is  rendered, a s  indica ted or
recorded by a  s uita ble  metering device , but not les s  tha n the  highes t billing dema nd in the  previous  e leven
months .

Coincident Demand
The  Coinc ide nt De m a nd is  the  cus tom e r's  m onthly m e te re d  de m a nd a s  re corde d by s uita ble

metering device  a t the  time of the  AEP CO pea k.

Primal Discount
The Coopera tive  res erves  the  right to refus e  de livery of power a t prima ry volta ge  to the  cus tomer.

With the  Coopera tive 's  cons ent, however, de live ry of power a t prima ry volta ge  will be  billed with a  three
percent (3%) dis count given on a ll dema nd a nd energy cha rges .

Other Provisions
The  cus tomer will be  provided by the  Coopera tive  with informa tion concerning his torica l AEP CO

monthly pea k da tes  a nd times .

Tax Adjus t_megt
To the  charge  computed in this  ra te  schedule , including a ll adjustments , sha ll be  added the

applicable proportionate part of any taxes or governmental impositions which are or may in the future be
assessed on the basis of gross revenues of the Cooperative and/or the price or revenue from the electric
energy or service sold and/or the volume of energy purchased for sale and/or sold hereunder.



S TANDARD OFFER TARIFF

GENERAL SERVICE TIME OF USE - EXPERIMENTAL
SCHEDULE GS-TOU

Wholesale Power Cost Adjustment
The Cooperative shall, if purchased power cost is increased or decreased above or below the base

purchased power cost of $0.081638 per kph sold, flow through such increases or decreases to all classes
of customers.

In a ddition to the  foregoing, a ll kph s old to ea ch cus tomer under this  ra te  s chedule  s ha ll be  s ubject
to a n a dditiona l tempora ry wholes a le  power cos t a djus tment, if a ny, tha t ma y be  cha rged the  Coopera tive
by its  s upplier of e lectricity which cons is ts  of a n a dditiona l s urcha rge, a  tempora ry credit a nd/or a  fuel ba nk
s urcha rge.

Rules and Regulations
The Rules and Regula tions and Line  Extension Policies of the  Coopera tive  as on file  with the

Arizona Corporation Commission shall apply to this rate schedule.

Upon application for service or upon request, the Cooperative will assist the customer in selecting
the rate schedule best suited to his requirements, but the Cooperative does not guarantee the customer will
be served under the most favorable rate schedule. Upon written notification of any material changes in the
customer's installa tion, load conditions or use of service, the Cooperative will assist in determining if a
change in rates is desirable. No more than one (1) such change at the customer's request will be made within
any twelve (12) month period.

Contract
If service is requested in the Cooperative 's Certificated Area and the provisions outlined in the

Availability Clause of this rate tariff cannot be met, it will be necessary for the Cooperative and customer
to mutually agree, in a written contract, on the conditions under which service will be made available.

Service Availabilitv Charge
A Service Availability Charge to be paid by the customer to the Cooperative may be included in

the contract to reimburse the Cooperative for its operating expenses with regard to idle or standby services
in conne ction with the  fa cilitie s  cons tructe d or ins ta lle d pursua nt to the  contra ct ba se d upon the
Cooperative's estimate of its actual operating costs for such idle or standby services.

Renewable Energv Standard (RES) Surcharge
The Cooperative shall add to its bill a RES Surcharge in accordance with the approved RES tariff to help
offset the costs associated with the Cooperative 's programs designed to promote alternative generation
requirements that satisfy the RES as approved by the Arizona Corporation Commission. Other charges may
be applicable subj et to approval by the Arizona Corporation Commission.

Demand Side Management (DSM) Programs; DSM Adjustment Mechanism
The  Coopera tive  s ha ll recover its  cos t for pre -a pproved DS M progra ms  through a  s epa ra te  DS M

a djus tment mecha nis m which s ha ll provide  for a  s epa ra te  a nd s pecific a ccounting for pre -a pproved DS M
cos t.
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Exhibit WAM-6: Surrebuttal Testimony of Yuh Liu, Docket No. E-

04204A-15-0142. February 19, 2016
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the cost of purchasing a rooftop solar system through bill savings. Table 1 below

summarizes theresulting simple paybacks for an Average Customer anda Large Customer.

What are the resulting simple payback?

Simple payback is a straightforward measure of how many years a customer needs to recover

Esdng RES-01
CompanyOnguual Proposed RES-01 Demand

Onglnal Proposed RES-01 TOU Dan rand

Avuagg Customer

Simple Payback (Years)

I Large Customer

15.5

14.9

9.2

off

7 Table 1: Resulting Sixmmple Payback:

8

9 The results suggest that, under the Existing RES-01, both the Average Customer andLarge

10 Customer can achieve a better simple payback However, with the Company Rebuttal RES-01

l l TOU Demand, both customers have effective improvement in terns of simple payback, as

12 compared to the Company Original Proposed RES-01 Demand and Company Original

13 Proposed RES-01 Demand.

14

15 o What is the formula of the ERR?

16 A. The ERR is a Enalncial metric used to evaluate the profitability of any potential investments.

17 The ERR is a discount Tate that makes the net present value ("NPV") of all cash Hows from a

18 particular investment equal to zero. In the bill saving model, the ERR is calculated based on

19 the formula below:

20

Q

NPV 0
60 + 14-IRR + (1+mR)2 + + (1+mR)2° '

$1 $2



Su1rebuM Testimony of Yuh Liu
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1

2

where COis the total cost of purchasing the rooftop solar system, and SI, So, ..., S20 are

the annual bill savings during the period of year 1, 2, ..., 20 after the rooftop solar system is

installed.3

4

5

6

Q. Why is the ERR used to evaluate a customer's investment decision in purchasing the

7 A.

8

9

10

11

12

13

14

15

16

17

rooftop solar system?

Staff is using the ERR because, unlike the NPV, it does not make a numerical assumption

regarding discount rate. Given different perspectives on discount rates for various customers,

using the ERR simplifies the evaluation. Generally speaking, the higher an investlnent's ERR,

the more desirable it is to undertake the investment from the customer's perspective. Thus,

the ERR can be used to rank multiple potential investments. In the bill saving model, the ERR

provides an effective comparison for the financial feasibility of investing 'm a rooftop solar

system under the four rate designs. Moreover, the ERR can also be compared against the

prevailing rate of return in the securities market or accepted discount rate which are reference

points for customers. For a customer considering an investment in a rooftop solar system, if

the ERR for the investment is higher than his/her (publicly unknown) but accepted discount

rate, the investment is economi c viable.

Q. Are there additional assumptions in calculating the ERR?

18

19

20

2 1

A. Yes. An annual DG solar degradation rate of 0.25 percent and a lifespan of 20 years are

assumed for the solar system. Moreover, in order to perform a sensitivity analysis, three levels

of annual future utility rate escalation are assumed: 0 percent, 1.5 percent and 2.5 percent.22

23

24

25 A.

26

Q. How does the change of those assumptionsaffect theresulting IRis?

The change of assumptions on annual degradation rate and annual future utility rate escalation

will affect the numeric values of the resudtiug IRis. However, the relative ranking among the


